O
HEALTHIANNUALISTATEMENT

ForithelYearlEndingiDecemberi31,12004
lofithelConditionlandiAffairslofithe

BLUEICROSSIBLUEISHIELDIOFIMICHIGAN

NAICIGroupiCode.....572, NAICICompanyiCode..... 54291 Employer'silIDINumber..... 3812069753
I (CurrentiPeriod)in(PrioriPeriod)
OrganizediunderithelLawslof Michigan StatelofiDomicileloriPortioflEntry Michigan CountryilofiDomicile ~ US
LicensedlasiBusinessiType.....Hospital,;Medicali&DentaliServicelor IsTHMOIFederallyiQualified?mYes(] [JiINol[ Xi]
Indemnity
Incorporated..... Februaryi1,11975 CommencediBusiness..... Januaryi1,11975
StatutoryiHomelOffice 600iLafayettelEast..... Detroitl..... MI0..... 48226
0 (StreetlandiNumber)IIIIL(Citylori Town,[StatelandiZipiCode)
MainlAdministrativelOffice 600iLafayettelEast..... Detroitl..... MIL..... 48226 313022509000
0 (StreetlandiNumber)IIIL(Citylori Town,|StatelandiZipiCode)l (ArealCode)l( TelephonelNumber)
MaillAddress 600iLafayettelEast..... Detroitl..... MIL..... 48226
I (StreetlandiNumberiorlP.00.1Box)IIIL( Citylori Town,[StatelandiZipiCode)
PrimaryiLocationlofiBookslandiRecords ~ 600iLafayettelEast..... Detroitl..... MIL..... 48226 3130225019000
I (StreetlandNumber)III(Citylori Town,IStatelandiZipiCode)l (ArealCode)l( TelephonelNumber)
InternetlWebsitelAddress http://bcbsm.com/
StatutorylStatementIContact Kenneth A. Bluhm 3130122509095
I (Name)l (ArealCode)(TelephonelNumber)ll(Extension)
kbluhm@bcbsm.com 313198312358
0 (ElMaillAddress)! (FaxiNumber)
PolicyowneriRelationsiContact 600iLafayettelEast..... Detroitl..... MIL..... 48226 313022519000
I (StreetlandiNumber)Imim(Citylori Town,1StatelandiZipiCode)l (ArealCode)l( TelephonelNumber)l(Extension)
OFFICERS
Name Title Name Title
1. RICHARD E. WHITMER PresidentlandiCEO 2. LISA S. DEMOSS Secretary
3. CAROLYNN WALTON Treasurer
OTHER
J. PAUL AUSTIN SenioriVicelPresident MARK R. BARTLETT ChiefiFinancialiOfficer
LISA'S. DEMOSS GeneraliCounsellandiCorporatelSecretary JAMES C. EPOLITO SeniorlVicelPresident
GEORGE F. FRANCIS, I ChieflAdministrativelOfficer DANIEL J. LOEPP ChiefiofiStaff
KEVIN L. SEITZ SeniorlVicelPresident WILLIAM P. SMITH ChieflinformationiOfficer
LESLIE A. VIEGAS SenioriVicelPresident THOMAS L. SIMMER ChiefiMedicaliOfficer

DIRECTORSIORITRUSTEES

JAMES G. AGEE JON E. BARFIELD WILLIAM H. BLACK ARLENE R. BRENNAN RN
GERSON |. COOPER JOHN W. COPELAND PATRICK J. DEVLIN MARK T. GAFFNEY
CHARLES M. GAYNEY THOMAS J. HADRYCH JOHN M. HAMILTON TEOLA P. HUNTER

LILAR. JOHNSON SPENCER C. JOHNSON JOANNE LAFLECHEIGALLAGHER JOHN M. MACKEIGAN MD
A. BARRY MCGUIRE GARY J. MCINERNEY CULLAN F. MEATHE LIVIO MEZZA

PETER T. MULLER MD ROBERT A. PATZER CALVIN T. RAPSON JAMES W. RICHARDS RPH
IRIS K. SALTERS JAMES U. SETTLES KATHLEEN B. SHAPIRO RICHARD SHOEMAKER
DONALD E. STROUD DDS GREGORY A. SUDDERTH S. MARTIN TAYLOR JOHN VANDER MOLEN
RICHARD E. WHITMER L.LI"WOODY" WILLIAMS LEWIN WYATTWR,, DO

Statelof.......MICHIGAN
Countylof....WAYNE

Thelofficersiofithisireportinglentitylbeingldulylsworn,leachideposelandisayithatitheylareitheldescribediofficersiofisaidireportinglentity,landithationithelreportingiperiod
statediabove,[alllofithelhereinidescribediassetsiwerelthelabsolutelpropertylofithelsaidireportinglentity,[freelandiclearifromianylliensloriclaimsithereon,lexceptias
hereinistated,landithatithisistatement,itogetheriwithirelatediexhibits,ischedulesiandlexplanationsithereinicontained,lannexediorireferredtolislalfulllanditruelstatement
offallithelassetslandlliabilitieslandlofithelconditionlandlaffairslofithelsaidireportinglentitylaslofithelreportinglperiodistatediabove,landloflitslincomelandideductions
therefromiforithelperiodiended,landihavelbeenicompletediiniaccordanceiwithitheINAICIAnnualiStatementiinstructionsiand AccountinglPracticesiandiProcedures
manuallexceptitolthelextentithat:i(1)Istatellawimayidiffer;lor,)(2)ithatistatelrulesloriregulationsirequireldifferenceslinireportinginotirelateditolaccountinglpracticesiand
procedures,laccordingitolthelbestlofitheirlinformation,lknowledgelandibelief,irespectively.lF urthermore ithelscopelofithisiattestationlbyitheldescribedlofficerslalso
includes(thelrelatedicorrespondinglelectronicifilingiwithitheINAIC,iwhenirequired,thatlislanlexacticopylofithelenclosedistatementi(exceptiforiformattingldifferences
dueltolelectronicifiling).IThelelectronicifilingimayibelrequestedibyivariousiregulatorsiinllieulofioriinladditionitolthelenclosedistatement.

(Signature) (Signature) (Signature)
RICHARD E. WHITMER LISA S. DEMOSS CAROLYNN WALTON
1.0(PrintediName) 2.[1)(PrintediName) 3.00(PrintediName)
PresidentlandICEO Secretary Treasurer
(Title) (Title) (Title)
Subscribediandiswornitolbeforeime a.lisithislanloriginalifiling? Yesm[IXO]mumNom{im]
This dayiof b.0lfino 1.IStatelthelamendmentinumber

2.Datelfiled

3.INumberiofipagesiattached



suenentzscidaenterstznire. BLUE(CROSSBLUE'SHIELD OF MICHIGAN
ASSETS

CurrentlYear PriorilYear
1 2 3 4
NetlAdmitted
Nonadmitted Assets Net
Assets Assets (Cols.[1002) AdmittedlAssets
1. BONASI(SCEAUIEID)......corveurirerieniieerieiiisesseesensseeisses et essss e ssesesssesssnes | oeesssnens 2,331,668,806 |.....ooererrerierrrerirreienes | rereeienins 2,331,668,806 |............. 1,881,600,490
2. Stocksl(SchedulelD):
2.0 PrefermedIStOCKS. ...ttt | sesesii st [ sttt | bt 0 [
2.2 COMMONISIOCKS. ..vvvuvevrereacereesieesssesseees st ess s ssesssesssnness | sesssessaces 1,040,948,139 | ..ovvverevers 17,072,000 |...coevvnnee 1,023,876,139 | ...oovvvvernns 800,433,976
3. Mortgagelloansionireallestatel(SchedulelB):
BT FIFSHENS ..ottt | setiensi s | eriree s | et (U OO
3.2 OtherlthanfirStlIENS.........c.cvvcveieicirciereee e sessines | sessessinesessisesessinesessineess | etenreseseses e esisnsseses | orsisesssnsssessnsssesesseeseses (U TR
4. Reallestatel(SchedulelA):
4.1 Propertiesloccupiedibyithelcompanyl(less($.......... 0
ENCUMDIANCES).....oovvveeeesrieseeeseerieessssersesesssess sttt st sesssns | sevssssssssesses 180,835,327 | ...ovvvrcrrericreirerrnnneines [ i 180,835,327 |...cocvvvvrneee 194,914,444
4.2 Propertiesiheldiforithelproductionioflincomel(less($.......... 0
ENCUMDIANCES).....cvuvvteisetsessetessssse st ssse sttt bse s s s s st s sssnsesssssssessssssnnses | essssssessesssessssessssessessnss | essessessssessessssessesssessansens | sosesesssssesssssssesessssesenas (U1 SRR
4.3  Propertiesiheldiforisalel(lessl$.......... QIENCUMDIANCES).......cvvcveverecrerisreeierssiesesseseseens | ervessesessessesssessesssessssens | cvesersissesissessssisssssssssssees | cevessessesissessesssssessssens (01 S
5. Cashi($.....(117,612,952),1Sch.[EIPart11),lcashlequivalentsi($.......... 0,
Sch.[EIParti2)iandishortitermiinvestments(($.....402,986,866,1SCh.IDA)..........couveeerrreermraeees | corereernreeenen 285,373,915 | covvoeveeereeneeirnerernerimnenns | cevirneeinneenns 285,373,915 | oo 184,594,801
6. Contractiloansi(including($.......... OIPIEMIUMINOLES).....ooverveieieeicteee et sesiree s stesseseses | evessieressssissessssesesssessenes | ersssresssssssesesssssssssssssssees | eressesssssesinsessessnssssesnnes (01 SR
7. Otherlinvestediassetsl(SChEAUIBIBA)...........c.cwrrrrrererieerseeriseesseesseessssesssssesssesssssssssessss | ceeersseessnnees 32,104,093 | ...ooovvoeeeereecinnenes [ e 32,104,093 |.....ccoovvvneee 191,571,086
8. ReECEIVADIBIIOMSECUIHES. ... .vveuveusrerreereieeeeriessiee st enesi st ssssennes | eosssessessessssesssesninnessnns | eesseessesssnnsssnmsssssssnnssns | senessssesssnesssesssmesssneees (U O
9. AggregatelwritelinSOrliNVeStEAIASSELS. .. ... eeessesssssssssssessessnnssssnns | ssssssssssssesssssssssssssssessans (O [ [0 P 0
10. Subtotals,icashiandlinvestediassetsi(LINESITIOI9).........c.ccurrrirerrerenirieieeiee e seseees | evenieians 3,870,930,280 | ...ocoerrrnneee 17,072,000 |............. 3,853,858,280 |............. 3,253,114,797
11. InvestmentlincomelduelandiacCrued.............wverrererermremmreesnesnneesesmsresenesssseesssssssennes | cvvsmreseseenns 18,928,897 | ....ooovvrrerrreernerirenernees [ e 18,928,897 | ..oovvvrernnnn. 14,746,343
12.  Premiumslandiconsiderations:
12.1  Uncollectedipremiumslandiagents'lbalanceslinicourseloficollection...........c.ccoeeveeees | cevververevnnnnns 15,815,566 | ....coocvecvrerireerriereiierierens [ erververeseies 15,815,566 | .................. 15,138,964
12.2 Deferredipremiums,lagents'lbalancesiandiinstallmentsibookedibutideferred
andinotlyetiduel(including$.......... Olearnedibutiunbilledipremiums).........ccocerrrrers [rrrrrreieiiveieierssssieie | e | e (01 S
12.3  AccruediretroSpectiveIPrEMIUMS...........cccvvivveveveireiereieie s ssssessssessessssessessssessessess | cevesssssesssesns 9,307,000 | ..ccooorerrerne. 9,307,000 | .ovovrrrereereeeie e (01 U
13. Reinsurance:
13.1 AmountsirecoVerablelffOMIMBINSUIETS...........cccuuereumersreemseersreessesesssssensesssssesssssseses | soevesssesssneessesssmssssessssenss | seessssesssseesssessssesssensssnes | serssnesssessssesssenssseesenns (U R
13.2  FundslheldibyloridepositediwithireinSurediCOMPANIES. .........c.cvevvevireirerirerieieirirenens | erererreseessssssessesesens | e ssssesssesenins | e sens (01 SRR
13.3  OtherlamountslreceivablelunderireinSuranCeICOMTACES..........cc..evuueerrrereeerereeeriereennes | rerrreriernssiensesienssssens | rsireesssieesssseesssseennees | e (0 [,
14, AmountsireceivablelrelatingltoluninsSurediplans..............cc.ceuereveierieesisieseseeseeessesesens | ceriesesnnens 101,103,000 |..ovoveeverereererereieereieeeens | e 101,103,000 | ...cooevvrereeee 13,602,992
15.1 Currentifederallandiforeignlincomeltaxirecoverablelandlinterestithereon.............ccceveveees | covvveeverernnnns 7,027,737 | ooevveeeeerseerieseiisesens | ceverieiseninnis 7,027,737 | oo
15.2 NetldeferrediaXIaSSEL. ... ... reurrrrrrerrerseereseesreessseesseessseesseessssssssssssessssesssseesssesssessssesssss | cosessseessnnees 78,914,444 | .................. 30,689,269 | ...ooovveennns 48,225,175 | oo 23,450,593
16.  GuarantylfundsireceivablelorONIABPOSIL...........cveeveererieeieiisiesieeie ettt sssssssses | entesssessesnsssssssessessiesess | evesisssssssssessessessssessenss | evsessessesssssssesssessesseesas (O [
17. ElectronicldatalprocessinglequipmentlandISOftWare.............c.ccevureerreireeeiersererieseeveressesesenns | eveereeveseerns 61,257,034 | oo 48,654,215 | ...oovvvrenee. 12,602,819 | ...coevvveeee. 51,262,963
18.  Furniturelandiequipmentlincludinglhealthicareldeliverylassetsi($.......... [0) JSSUUURURUIOUTS IOTORTRRN 11,676,565 |.....ccocvvnee. 11,676,565 | ..oooveeecrcvieriesiienens (U1 IR 9,474,926
19.  Netladjustmentiinlassetsiandiliabilitiesldueltolforeigniexchangeirates..........corrrererreenrennes [ corrrrereiniinrnsinneneneieies | e | eeeeeeeemsessesssessessenens (O [
20. Receivablesifromiparent,isubsidiariesiandiaffiliates.............c.cocverrereiiersisienisseseseeeees [ e 17,224,736 | .oooeeeeveeeeeeceeeeeeeereeeeens | evererereeeinns 17,224,736 | ..ccevnneee 25,610,717
21. Healthicarel($.....161,416,754)landlotherlamountsireCeivable. ..............cowvewerereveeerreerennees | coeerenseensens 211,203,962 | ..ocverrrnnn 42,428,689 |................ 168,775,273 | ..ovvvveree. 78,008,073
22, OtherlassetsINONAAMILIEA............c.rivreieirieiirircieitet ettt sssessenes | ceteesisssesssssiesssessessinnies | seesisenienieestsensaesteninentnes | sersemsesessemsesesenseneseensens (U RN
23.  Aggregatelwritelinsiforiotherithanlinvestediassets. ..........cvvrrercreerereieiiesieseeeseeseeesiesessens [ersrissesssnens 113,034,769 |....ccovneee 32,863,147 | ..oovvnnnn 80,171,622 |.....ccoce... 771,933,907
24. TotallassetslexcludingiSeparatelAccounts,ISegregatediAccountsiandiProtected
CellIACCOUNESI(LINESITOMON23).......ovveererseeeeseesseesseeressessseeesenesseessssssessssssssssessssssssssssssessse | neesssseens 4,516,423,990 |...cooovrrnn 192,690,885 |............. 4,323,733,105 | ... 4,256,344,275
25. FromiSeparatelAccounts,iSegregatediAccountsiandiProtectediCEIIACCOUNLS...........ccocuevee | corerrerieieiieiseiisiesiesieiies | e isessees | evvesssesie s ssssseses s (U1 SRR
26. TOTALSH(LINESI24TaNMI25)..........corvveereeeerireciieerieecieessseeieeeseseesesesesssssenssesesssessssessssensssnns | nveseeeeens 4,516,423,990 |................ 192,690,885 |............. 4,323,733,105 |............. 4,256,344,275
DETAILSIOFIWRITEIINS
09071, oot nn st | ettt sttt enns | srense sttt ens | eresens et (U R
0902. ...ttt nn st | ettt et nnt s | steest sttt snenn s | eeetent ettt U R
0903 oot R | ettt sttt | stense ettt | eretens e (U R
0998. SummaryiofiremainingiwritelinsiforiLinel9ifromIoverfOWIPAGE.........ceverevrerrereerreereeseereernens | ceereireieiineiseeseeeseeeeeeens (0] (01 (0 R 0
0999. Totalsl(LinesI09010thrul0903plusi0998)I(LINEINADOVE). .........vevereeeeiereciesiereeiersreisrenens | ereeieesseseseesessensesesssseas [0 O (01 N (O P 0
2301. MiscellaneousIACCOUNSTIRECEIVADIE. ...........ccuvvivereiriieieeisesee s sssse et sesessenes | evesisesessiesns 3,611,009 |.oooveerirenn 3,611,009 | oveeeecereee e (1N IO 35,983,264
2302. SecuritiesiLendingICollaterallRECEIVADIE. ............cc.cveeeveieeiieireiie et sseesssseies | ervessesiesns s ssessiesens | cvesiesssssnssesessesesssssesses | evsesiesesssssssessessessesens (1N I 390,298,779
2303. PrepaidlandiOtherlASSELS...........cceviieeerireeeeresete et ssss s ses s ses s ssssssessssens | sevesssssssessssns 1,731,895 | ..o 1,731,895 [ oo, (01 I 3,273,753
2398. SummarylofiremainingiwritelinsiforiLinel23fromIoverfloWIPage. ........cccevrveereerereeeerseeeeiereens | erveiverieinns 107,691,865 | ...cceovvrcneee 27,520,243 | ..ocveverrn 80,171,622 |...ceveneee 342,378,111
2399. Totalsl(Lines23010thrui2303plusi2398)I(Linel230ab0Ve). ......c.vveecrieresiir e | e, 113,034,769 [ ..o, 32,863,147 | .o, 80,171,622 |.....ccoooo..ce. 771,933,907




susmentasciecanters zicire. BLUEICROSS BLUE [SHIELD (OF MICHIGAN
LIABILITIES,ICAPITALIANDISURPLUS

CurrentlPeriod PriorilYear
1 2 3 4
Covered Uncovered Total Total
1. Claimslunpaidl(lessl$.......... 00reinsuranCelCedea).........cvueviveiveieiiieieree e eseiseies | ceesieseseeaenns 568,211,728 | ...ovvereeeeeeeeee e 568,211,728 | .....cvvvnve 576,481,245
2. Accruedimedicallincentivelpoollandibonusiamounts..............c.cccuevieerererenssisieeeeenins | ceerevesissesenens 16,921,377 | oo | e 16,921,377 | .o
3. UnpaidiclaimsiadjustmentIEXPENSES. ........ccuwururererrreneereiseiseesesaseeseesessessssssessesssssessssssesens | sesseessessenseenns 62,994,853 | ..o 62,994,853 55,467,674
4. AggregatelhealthIpoliCYITESEIVES. .........cvviveeeiiieiicece ettt sensnaes | cvesinsesesinaens 591,330,102 [ .oveveverieereereeeieeereveies | e 591,330,102 | ...ccvevrerenn 475,739,600
5. AQQregatellifelDOlICYIIESEIVES. .. ... cvueirrerereeserieeeseeeieessseesseesebsessetsss e ssessessssssne | sesessesssssasssessestessassasssessans | stestssssssnesssssesessnssesssnssnss | ssessesssssssessassnssnnssnesnnes [0 O
6.  Property/casualtylunearnedipreMIUMIIESEIVE. ........ciuirerrerrireiierseessresesessssessssssessssssssnss | nssesssssssessessessssessesssssssesss | sressessessssessessessssesesssssnsans | sersesessessessessssessessssessesns (0
7. AgQregatelnEalthICIAIMIrESEIVES. ..o etess s sessesesssssssssenns | senesessesssessessessssesnsssssessess | sessssessessssssnssessssessessesssses | sressessssesnmsnsssssesesesnssens 0 [
8. PremiumsireCeiVediiNIAatVANCE.............cuuriiiiiiriirieiieierie st rssenes | sbsessess e bbb bsiesbens | sebsessnnes st enies | erbiesi s (U OO
9. GenerallexpensesIdUEIOMACCIUEM. ..........cvrvrreerrirereeesee e tes s ssssssssssessssnees | svessesssnsenes 115,419,728 | ..o | ceevenieeinins 115,419,728 | .oovovvvee 113,184,303
10.1  Currentifederallandiforeignlincomeltaxipayablelandiinterestithereon
(includingr$.....9,242,9300onlrealizedicapitaligainSl(IoSSES))........ccuuvveeveererereereeeeeereenaees | ceerreerieesieenees 54,316,118 | .ovveeeeeceeeeeeeeeeeens | e 54,316,118 | ...oeevvvenee. 33,652,739
10.2  NetldeferredIaXliability............cccevvireiceeierieeiies ettt es e bessesss s ssssens | setessesssesssssssssssssssnssssssses | seesessessssssssssesssssssessnsensenss | avesessesssossssesssssssssssses 0 [
11, CededireinsurancelpremMiUMSIPAYADIE. .........vururrrereeirirnrereeeesresseeessessesessesssessessessess | sesssesessessmsssessessessessanssesses | sesessssssssmsssssnsssssessmssnsns | sesessessssssmsssssnsssssnsnnssnns [0 U
12. Amountsiwithheldloriretainediforithelaccountloflothers..............oouuiecuniinieiineiiniisines | v 8,488,581 | ... | i 8,488,581 | ..covvvvricis 5,506,735
13.  RemittancesianditemsINOtIAlOCATE. ...t | cerensesiessssessss s nessiseniens | sreseriessnesesseseesssesesies | etsiess et [0
14. Borrowedimoney(including$.......... Olcurrent)landlinterest
thereoni$.......... 0l(includingr$.......... ODCUITENE). ...ttt s ssnins | ctessesssssssessssssesssessssensaens | evseessessssssssessssssesssssssnsions | sestessiessensssssssessessenssens (O OO
15. Amountsidueltolparent,isubsidiariesiandiaffiliates..........c.cccerrerreiereeeieceeree e | creveieeiereenns 14,795,558 | ..o | e 14,795,558 | .oevivrinn 8,618,964
16, PayabIEIfOMISECUNLIES. .........evveicreieeicteisie sttt sttt b st ssesssbens | sbessesssssssessessssestessssessassens | essstessssasssssessessssessessessntes | saessesessesinssstessesssessessens [0 T
17.  Fundslheldiunderireinsuranceltreatiesiwithi(§$.......... 0
authorizedireinsurersiandig.......... 00UNAUENOTZEAINBINSUIELS). ... .. cvvreverreriiseiiseiseissessieises | eereissseessiessessessssessesssssssens | sessesessesssssessssessssessessessnses | sresssssssessesessssessssessassens (0
18.  ReinsuranceliniunauthoriZedICOMPANIES. ..........werererrerrermrerrieessiseessseseesesssssessasssessessssss | sesssssessessmsssessessessessanssesses | ssssssssssssmsssssssssessessmssnsns | sssessessesssmssessasssssnsnssans [0 TR
19.  NetladjustmentsliniassetsiandiliabilitiesidueltolforeignIeXChangeIrates. ..........cceieiieiies [ erreiisinseieissesiesiesens | ceessiessessssssesessssesessesssses | sressssessessnsssessessssessessens (0
20. Liabilityiforlamountsiheldiunderiuninsurediaccidentiandihealthiplans..............ccveevveees | covveveriveinnnne 153,896,000 | ...c.coovrererieririereieirieinens | cererenineinnns 153,896,000 | ....ccoveveveee 136,344,660
21.  Aggregatelwritelinsiforlotheriliabilitiesi(includingl$.......... QICUITENE).....voeeveveveee e | eveerieinienaa 493,651,348 | ..o [V 493,651,348 | ....ccccuuee.e.. 953,225,076
22.  TotallliabilitieSI(LINESITHOI2T)......vvuurerererererserseerseeeisesssssesesssseesssessssesssssssesssessssssenss | cossnessanees 2,080,025,393 | ... (U I 2,080,025,393 | .............. 2,358,220,996
23, COMMONICAPILAIISIOCK. ... veverreesirceeeseiieeeesseisee sttt enssesnas | ceseeseesnees ), 9,9, GRS IR XXX ovevieiiiieiins [ oo | ereerssieisses s snans
24.  PreferredicapitallStoCK...........ccoceciiiiriieieeieee ettt aebens | caeberesnaa XXX covveveeeins | v XXX ctevevieeiriens | | oo e
25.  GrosslpaidiiniandIcontribULEAISUPIUS.........c..ceevureerererieeeeiieeeite et steessneees | ceseeseeneens ), 9,9, G R XXX covevieisiieiies [ e | e
26, SUMPIUSINOLES. ......cvviveiriscieieie ettt sttt sess ettt senss | snsessesanes ) 9.9, ST R XXX oveireirrieiies [ rerriesississiessssssessssssens | eoeinsiesssessessese s
27.  AggregatelwritelinsiforiotherithanispeciallSurpluSIfuNGS..........c..vererereirreerrerereersiereseies | cereeeeenes ) 9,9, S R XXX oieiveeneinenes | v (0 I 391,375,006
28.  UnassignedifundSI(SUIPIUS)...........ecueuerermrreseeesemsmneeesnersssesssessssesssesessssesssssssessssessssssssanes | sessssessnes D 0.0 O I )99 TS I 2,243707,712 | oo 1,506,748,273
29. Lesslitreasuryistockiaticost:
29.110.....0.0000sharesicommoni(valuelincludediiniLinei23$.......... [0) JSSTERTRURINY IR )9, GRS R XXX ovrvieiriieiins [ e ssssssenns | ervesssieisses s snans
29.211.....0.0000shareslpreferredi(valuelincludedliniLinel241$.......... 0).veeeieeeeereeeeens | e D00, SN [ XXX coiieiieeienes et ieresienins | ereieiseseseseeses e essaenan
30. Totalicapitallandisurplusi(Linesi230tol28IMINUSILINEI29).........covererrerrernereereereireenesanereesns | cereeeeseens ) 9,9, G R ), 9,9, G [ 2,243707,712 | oo 1,898,123,279
31. Totallliabilities,icapitaliandisurplusi(Linesi220andi30)............c.cerrrrrrererrrreiseresiesersseesens | orverernes )., 0. GRS IR ) 0.9, U SRR 4,323,733,105 | ..cocovneve 4,256,344,275
DETAILSIOFIWRITEIINS
2101. PostretirementiLiabiliIES..........ccvvrriuririeierieicsese et neenns | resesseeeenneas 229,989,672 | ..oveeeiereeeerieeneisineeinne | vereeseeneinnens 229,989,672 | ..o 314,060,732
2102. SecuritiesiLendingICOllAterallPaYabIE................cvviverciriieieeieie et sesbessesees | entessssssessese s ssesssssssesas | srisssssessssessessessssessssessssans | esessessessssessssesnsessessesas (01 I 390,298,779
2103. LiabilitylforlUnCash@aICRECKS. ...........crvvumrmirrirerieiireriierieesisesiseesssessesssensssssssssssns | onevesssessseesnns 11,249,173 | oo | cevereeineesieens 11,249,173 | v 12,708,651
2198. SummarylofiremainingiwritelinsiforiLinel210fromioverfloWIpage. .........cocrveeereermeeneereereiee | cevrerrneeneanes 252,412,503 | ..o (V18 I 252,412,503 | ...ovvvrrennen. 236,156,914
2199. Totals(Linesi21010thrui21030plusi2198)1(LiN€I211aDOVE). ......cccurrerreercreserressissnneneresees | covrenesneenees 493,651,348 | ....ooovreieninrrrieenns (O 493,651,348 | ......ccoenenees 953,225,076
2701. ManagediCarelDivisionIAccumulatediFUNGS............ccevevivereeecieesieseeeee et esiees | cvevaeseeenis ). 9. GO SN XXX etevevrrrernienns [ eeerissessseesssssssessesenns | ovvssesessnenns 152,393,126
2702. AccidentiFundiinsurancelCompanyiofiAmericalAccumulatedIFunds............cocvverreniniies | coveeervennen ) 0.9, TR R XXX oovoeireirrieiies [ e | ooveriesesinsnns 238,245,880
2703. DenteMaxIAccumulatediFUNGS.............ovuiiriinrii s sssnees | creessiennes )9, SO XXX [ | e 726,000
2798. SummarylofiremainingiwritelinsiforiLinel270fromioverflowIPage. ........ocueveeeereereenernenes | cevreereenns ) 9,0, GRS IR )9, GOSN OO (01 [P 10,000
2799. Totalsl(Lines12701thrui27030plusi2798)I(LIN€I2702D0VE)............cccrveererereriererersrsirisies | creresrerean D, SO [ XXX oo | e esesensans [V 391,375,006




susmentasciecanters zicire. BLUEICROSS BLUE [SHIELD (OF MICHIGAN
STATEMENTIOFIREVENUEIANDIEXPENSES

CurrentlYear Prior{Year
1 2 3
Uncovered Total Total
1. MEMDEIIMONTNS......oooeeeeiciirieeri ettt ranssnnns | fssmssensacens D99, ST (RPN 31,590,818 |...covvvverreanenns 35,468,309
2. Netipremiumlincomel(including($.......... 0InonlhealthlpremiumiiNCOME)...........cvveveeveeveeereieeisieessereseesseies | cvereeseseeanns XXX e | e 5,497,184,314 | ..ooovevereee. 5,597,458,033
3. ChangeliniunearnedipremiumireservesiandireservelforiratelCredits. ..........ccorrirmreresieireresieseiseseseeisieees | eveersseesenns XXXoveveeesvees | eevereeiesississeenans 21,216,498 | ..ooovvverererae, (42,783,829)
4.  Feelforiservicel(netlofi$.......... 0IMEAICAIIEXPENSES).......vvverrerieeercisiteetes et tesssss s sssssssessssssessnsensens | eresesssssssnns XXX etrtrisveies | evesiesessiessssesessesse s sssesseses | sevessesssessssssss s st sssesenes
5. RISKIMBVENUE.......covoeiieiiic it | iesbieniesins XXXttt [ errriinisnissisississnssnes | et
6.  Aggregatelwritelinsiforlotherlhealthicarelrelatedir@VENUES. ...........cvevveeviercveie et ses e sssesesses | eresesessenis XXX oo | e 0 [ oo 0
7. AggregatelwritelinsiforiotherinonINalthIFEVENUES............covrieieieereeeiesieie e sessessssessessnses | ersnrensernnns s XK Kuresnrenansessnses | eorsessssessessessssessessnsassassessns [0 R 0
8. Totalirevenuesl(Linesi2itol7)........ 5,518,400,812 | .....ccovvvnee. 5,554,674,204

HospitallandiMedical:

9. HOSPIHA/MEAICAIIDENETLS. ........cvvververcvisriireeiiseriice sttt nennes | cessseest st ettt | enesnenieneenes 3,771,892,400 | .....occoveveenn. 3,764,684,841

10, OtherIprofeSSIONAIISEIVICES.........cvucvivieciiieie ettt sb s s bbb s s st s b sbns | Sntessesssessessessssssessnssstessesanes | sestessessssesssssesaes 80,215,072 | ovvvvererereenes 99,414,102
11 OULSIABIMETRITAIS. ... ....veeveeve ettt bbb b6 | H6seb bbb s bbbt nbs | eeba e bbbt ab bbbttt | Henb st s s see bbbt
12. EmergencylroOmMIaNGIOULIONMAIEA. ...........c.ccvcueireiciiieieietsii ettt sb st et s s sebsnaes | ebsessssessessesssbes e s s bessessessssses | ebsssessssssssssassesensessessessteseses | 1ebssesstessssesssssssessesses st es et
13, PrESCIPHONIATUGS ... .c.ocvveveeect ettt ettt bbbttt bbb s ssenas | 2essessnsessessesessessessssesssssessnsanes | sesbesssessessesanes 889,659,669 | ......ccevvevrne. 919,957,807
14.  AggregatelwritelinsiforiotherlhospitallandImEdiCal.............c.ruureririrririerire e seessaeesnes | reenseseesesseessssessessesssessessnd (0 RN [0 U 0
15.  Incentivelpool,iwithholdiadjustmentsiandiDONUSIAMOUNES..............wuruuierrereereireineereeeeseesesseeseeeeseessessessees | sssensssesssssssssssssssssssssssssssessees | sesesssmsssssessanssssssssessensssssessnsss | srenssnssmssssssnssssssssessesssnssssssssn
16, SUDLOLAII(LINESIFONTE)......co.vecveieeieiecrieee ettt sttt s ss b s bnas | sestesssesssssessssessesssssssssaesand (01 4741767141 | oo 4,784,056,750

Less:

17, NEHIFEINSUTANCEIMECOVETIES. .....evocereeseercereeeseeseeeseseseese s ee sttt | 6 EEE s R E Rt b et m ettt | chbneessee ettt nes | senbsenb st sen bbbttt
18.  TotalthospitallandImedicall(LINESITBIMINUSITT)........cc.eveveerieeeieeireiere et sse s sssssssssessesesssssssesses | sessesissesssssessssessessssssssssesens (0] I 4,741,767,141 | oo 4,784,056,750
19, NONTNEAHNICIAIMS........o.vuiieiiiii bbb | Shebb bbb bbbt bbs | £ebsb bbb bbb nes | eesb bbbt

20. Claimsladjustmentiexpenses,lincludingl$.....48,936,8791C0StICONtAINMENTIEXDENSES...........vvevveeveereererieees | eereeiiesesseesesssssssessssesssesens | conssssessessenseens 146,094,381 140,978,497
21, GeneralladminiStratiVEIBXPENSES. .........c.cvieeieeieieieseessetes e ses s b s s ssse s st st s ses s sssssssssssssssssssssnss | sbessesissessnssssnssssessssessessessssens | sressesessessessesaes 334,178,455 | ..coveevee 362,475,685
22. Increaselinireservesiforilifelandiaccidentiandihealthicontractslincluding$.......... 0

increaselinireSErvesIfOrlIfEIONIY).........coveuereiiieicieieee ettt ss s sse st b s ssens | fnsesessnsessesesensansessnssnsensesanes | sessessssensessessees 127,500,000 | .oovoerverereiiene, 35,000,000
23.  TotallunderwritingideductionsI(LineSI18INIOUGNIZ2)..........covriuereiiieieieisieieessie e sssessssessessesssessessssess | sresessssessssessssassessssessessenad [ I 5,349,539,977 | covvevene. 5,322,510,932
24,  Netiunderwritinglgain(ori(loss)I(LINESIBIMINUSI23)..........c.euiiverreirrierieireiissessessssessessessssessssessessesssessesssssssns | srersssssissnes 20,0 TN [P TRR 168,860,835 | ..oovvrverirnnna 232,163,272
25.  Netlinvestmentiincomelearnedi(ExhibitlofiNetlinvestmentlincome,ILINEIT)..........cc.vveveerrrreviereeeiieeienns [ et | cveveieissssienas 123,369,728 | ..o 75,585,381
26. NetlrealizedIcapitallgaiNSIONIIOSSES)........uuruiriireiereieieiiiesesise sttt s s ssessss st s st sssbessessens | cbsnsessssssssssessessnsessssessansessnsens | srsssassessssassessesad 46,214,654 | ..oovovieens 16,279,826
27.  Netlinvestmentigainslor](losses)l(LiNESI25IPIUSIZE).............cerecverrverirrireieieiineiesiessiseisesiesesessesesssssesienses | eniesssesssesssnssenssesesessssneans O T 169,584,382 | ....ccoovcvnirnnnd 91,865,207
28. Netigainlori(loss)ifromiagentsloripremiumibalancesichargedioffi[(amountirecovered

I 0)i(amountichargedioffi§.......... 0)]-merrereeeseet ettt ettt | sessees st sess ettt ens st en s | 1estiest ettt sttt | H1entseet ettt
29.  AggregateliwritelinsIforlotherinCOMEIOMEXDENSES. .......cuuvuurerrereiereeereeseeserseeseesesseesesssessessssessssssessessssssssnes | sesessesssssessssssssssssssssssssssnes [ [P 37,392,858 | ..o 118,792,295
30. Netlincomelori(loss)lbeforelfederallincomeltaxesi(Linesi241plusi270plusi28IPIUSI29)..........cereererrerrereerreens | coveereerernens ) 0.9, GO ISR 375,838,075 | oo 442,820,774
31.  FederallandiforeignlinCOMEIAXESINCUITEM............cvuevererereierese ettt s sesse s sssssssessssnes | sresessessssanes .0, TN [FTTTRI 137,026,363 | ...ccccvvvvrernenen 68,323,380
32, Netlincomel(Ioss)I(LINESIZ0IMINUSIZT)......cvrviveerireerisrieisieesesesseese e tes st sssssse s sssses s sessssessssens | seesessessesones XXX oveevesrees | vvvereeresesiesnns 238,811,712 | oo 374,497,394

DETAILSIOFIWRITEIINS

0807, eeoeereeteeeseees s s sttt nnnt s | eniseenieens XXX vtrreernerinene | eereeenseemmsessssessess s sesees | osesessesssee st essseenen
0B02. ...eoeeeeeseeese sttt nnt s | enbieenienns XXX otreeierinens | eereeensenisssesssesess e siees | sesssesssse st enen
0B03. ...eeoeeeeeseees st nnnt s | eebinenieens XXX etreeimerinene | eereeennesissessssesssessseessssesesees | eesesesssee st ssssenes
0698. SummarylofiremainingiwritelinsiforiLinelBfromIOVErfIOWIDAGE. ........vevurrrrerereirriereereereiseeseseeseesessessessnes | seeseeseesesnes D 0.0, GO IR 0 | oo 0
0699. Totals(Linesi0601thrul06031plusi0BI8)I(LINEIBIADOVE). ... .rvuuresrerrerrrsrerresressessssssesassassenssnesssssnssnsssssessnsness | sssssssssssans XXX irsiemrennneens | evnenensesssemsssnsessssnsessesseseass [0 O 0
0707, ceoeeereeereeesee e es et nnnt s | neisnensenees XXX etrreerneennnene | eereeeesneesmnessssesssessssesssessssnnes | cosesssessssssesseesssssssssssssssenees
0702, et R Rt R ettt sensnnns | seseeenesseens XXX trteireineieens | evreeneseeseeseessessssssssessessessssenns | sessessensssssssssssssssessessesssseseens
0703, oot nens s | nensneneenns XXX oorevieerieene | eoreeesessieesssessssensseesssesssenes | coeessessssssess s ssssseesseenes
0798. SummarylofiremainingiwritelinsiforiLinel7fromIOVErflOWIDAGE. ........overerrrrrerrerreriinrirsessiseesseseeeesessessensnes | seeseesseeesnes XXX teieieenenenne | veereeineneneseeenese e [0 U 0
0799. Totalsl(Linesi07010thrul07030plusi0798)I(LINEITIAN0OVE).........cvevrrerecrririsieiesisieseeessesesesseseessssssssssssessnssnes | svessinssssnes XXXovevririiinies | oreresiesssesesess s sassasnan [0 0
1401.
1402.
1403.
1498. SummarylofiremainingiwritelinsforiLinel14fromIOVErIOWIDAGE. .......cc.cveveirereireisiieieieseseisieisisiesessesnes | creressssesiessesssssssessssessessenad 0 | oo [0 R 0
1499. Totalsl(Lines11401thrul14030plusi1498)I(LINEIT4IAD0OVE). .....cucveieiieiesiiieteseissies e sesssse s essnsessssssssnses | cressssssesssssesssssnsessnsassessnead [0 OO 0 ] oo 0
2901, MISCElIANEOUSIINCOME. .........vvvuiriiiiiiieieieie et | bbbttt | eebessnsisenseesiees 37,392,858 | ....ccovvvrirei 19,887,295
2902. GainlfromIManagediCariDIVISION. ...........crvreveuriurireiiieiseiiessesese e sssse st ss st s sesse st s sssssssans | assessssesssessessesssessesessessssessns | stessesessssessesssssssessssessessessssens | sssssessessssessessess 71,401,000
2903. GainifromiAccidentlFundiinsurancelComPanyIOfIAMENICA. ...........cevueveirieireiireieeeisie e sesssssassaens | eresessessssessessesssessesssssssssessns | cressessssssessesssssssessssessessessssens | ssesssssessssessessesan 27,057,000
2998. SummarylofiremainingiwritelinsiforiLinel290fromIOVErIOWIPAGE. ........cvurrerrurrerreeeeeeeireeseeeseeseessesssssessenseees | seereesesessmsesssssessssessanssessns (0 RN [0 R 447,000
2999. Totalsl(Lines129010thrui29030plusi2998)I(LINEI29TADOVE).........cvvuuereusereaeresseessenessenesenesseessssenssssssssnsssssssss | seseessssssssssssssssssssssssssssssees [V I 37,392,858 | .....cccoorvviins 118,792,295
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STATEMENTIOFIREVENUEIANDIEXPENSES[(Continued)
1

2
CAPITALIANDISURPLUSIACCOUNT CurrentYear PriorilYear
33.  CapitallandisurplusipriorIrePOriNGIPETIOU. ..........cuivereiereiiieie ettt bttt b e bbb nsesen et ntesnns | ebessensessnsenaas 1,898,123,279 | ..cooovvrvne 1,532,349,682
GAINSIANDILOSSESITOICAPITALI&ISURPLUS

34, NetlincOMElorI(I0SS)fTOMILINEIB2.........c.eviviieieeiisiieieisete sttt sb bbbt bbb bbbt ss bt n b ssess s st ensesnns | sbessesassessnssesaas 238,811,712 | oo 374,497,394
35.  ChangelinivaluationlbasisioflaggregatelpolicyIandICIAMIIESEIVES. .......c.wurururereereereieiseeseeeseessesesseesse s eseesessess s s ssessessessssssessssssssesas | sestessassssnsssssssssssssssssssnssnes | sesessssssssessassssssssessnssssssssseses
36.  NetlunrealizedicapitallgaiNSIANAIIOSSES. .........vuwurererrereieeerseeeeeseeseissese e ese st ese st ee s ss et ee s e e bs s es st sessentans | sseesessessesssessacs 121,952,988 | ..o (8,723,796)
37.  ChangelininetiunrealizediforeigniexchangelcapitallgaiNIONI{IOSS).........c.ruurerrererrerrerrereeeseeseesseeseeseesesseessseseeesssesesseesessessssasessessessesssessesss | ssssessesssssnssssssssssensssssssnsssess | sesesssssssmssssssssssessnssssenesseses
38, ChangelininetldeferredliNCOMEILAX..........c.ccvrviieeieeeieeieie ettt bttt b s bbb s bbb bs bbb b sa s s s s st s bessess | sbsssesssssssensesaesas 54,146,821 | ..ooveeceeeeeeeeeeeeee e
39, ChangeliniNONAAMItIEAIASSES. ... ...crrrrrrererernrseresseseseesessssssesseeseesessses e ss s ss ettt s s sttt es st s s st s et st ens s ssessessansanssnss | sesessessessesssessons (48,352,325) | ...ocvrerreeieiee e
40, ChangeliNUNAUENONZEAIIEINSUIANCE. ........cvurvreesrereesiseesesesesseessssessssssessessssessssessessssssessessessssssessessessesssessessessassasssessssassanssnssessansnssnssnsssnsans | sesssssssssmssssssnnssnssesssnssnssnsss | stessasssssnssnnssnssnsnnssesssnssnssessns
41, CANGEUINIIEASUIYISIOCK. c.v.vvoveerearesresresesss e eseessstssess e ssseeessesses st s sse st s st s st s st ee s e ees s e s e s £ s ee s s s st st s snssas | aesessanssnsnssansassanssnssensssssnssnsse | stessnssssnssansnssnsnssesssnssnssessas
42, ChanGEliNISUMPIUSINOES........cvevuevicveseseteee ettt sttt a bbb s s s e st s bbb s e s s s s b s s e s st et s s s s et et e b s e b s e s essesansessessssansans | oebessessessnssssnssessnsessessesentessntas | sebssessssessnssesssssssessnssesantessnea
43.  CumulativeleffectiofichangesiniacCountiNgIPIINCIPIES.........cveveveverereiisie ettt s bbbt sttt s s st ses s bs s s tsssassnes | svessesssessessesanes (20,974,763) | ..o
44. Capitalichanges:

AAATPIANIN. ...ttt eses et eess s8££ E Rt | ek Rt | ekttt

45.

46.

47.

48.

49.

44 2Transferredifromisurplusi(StockiDividend)
44 3ITraNSTEITEAIOISUIPIUS. .......cvoiveieiictete ettt b bbb bbb bbbt bbbttt b aen
Surplusladjustments:

A AMIP@IANIN. ..o eseees et ss st
45.20Transferreditolcapitall(StOCKIDIVIAENG). .......c.rvererrerrirrereierrereeseiseeseeeseeseese s sseesse st s sss e st st st sssss st ssess s ss s essesssesessessassn
LI 01 Y4 Y 0] 4107=To TSSOSO
DiVIdENASHOISIOCKNOIAETS.......eoveerecrieicrii et
AggregateiwritelinsIforigainSIorI(I0SSES)INISUMPIUS. ..........cvveevereveresceesesie st ssssesse st sstessebes s s st ss st ss st s b sss st b s bassesssssesnsanens
NetichangelinicapitallandiSUrPIUSI(LINESIBAIOIAT ).........c.cvevereeererereereeiesis ettt s es s st et ss s bt es st s b s et snsenens

Capitallandisurplusiendiofireportinglperiodi(LINEIBSIPIUSIAB)..........ccuevevrreriereieie ettt sae st este b s s saseenas

....................................... O ORI
..................... 345,684,433 | .....................365,773,598
.................. 2,243,707,7112 | ..................1,898,123,279

DETAILSIOFIWRITEIINS

4798. SummaryiofiremainingiwritelinsforiLingl4 7 fromIOVEITIOWIDAGE. . .....vurerrererrreeesresesessesssssesseesssssssssssessesssssssssssssssssssssesssssssssssessesssnssns

4799. Totalsl(Linesi47010thrul47030plusi4798)I(LINEIATIADOVE). ... vvurereresreirrsssesssseesesassssssesesssssasssesessessesssessessensanssnssesssnssnssssssssesssnssssssssassans
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CASHIFLOW

Currer11tﬂYear PriorﬁYear
[ICASHIFROMIOPERATIONS
1. PremiumslcollectediNetIOfIMEINSUTANCE. .........cc.urirmuirimciireeiceiiees sttt ens | resesessinessines 5,618,171,180 | ..ovvvrvriinne 5,704,356,546
2. NEtliNVESIMENTINCOME........coiveivieiieiisiecete ettt bbb s e bbb bbb bbb b s s st bt eeses st ensesassensans | oevesssssssessssesanes 120,568,334 | ...oevvevrerernae. 89,757,402
3. MISCEIANEOUSIINCOME.........cuouiiieiiiiiiitii ettt sttt | itiinsssse s 16,118,470 | oo, 108,869,223
4. Total)(Lin@SIIATOUGNIB)........couveevireericeisserieees sttt nennsensnns | vesssmsssenssans 5,754,857,984 | .....ccoovvrecnenn. 5,902,983,171
5. BenefitlandilossrelatediDAYMENES.........c.ccoiueiveicieiiicieee ettt et bbbttt ettt s s tennns | evaebiesesaeseesad 4,750,036,658 | ........ccoevvuee 4,868,988,343
6. NetitransfersitolSeparate,lSegregatediAccountsiandiProtectediCelllAccounts
7. Commissions,lexpensesipaidlandiaggregatelwritelinSIforidedUCHIONS..........oocurwureririeireirireeeee et
8.  Dividendslpaiditolpolicyholders
9.  Federallandiforeignlincomeltaxesipaidi(recovered)s.......... OlnetlofitaxionicapitallgainSI(IOSSES). ... wrwrmrererrreeneerrensereerereseersesnesns | rrsessssessessssssens 141,137,566 | oo 79,300,041
10, Totall(LiNESISINIOUGNID).......couuurerireicriseesiecissesseeeesess ettt bbbttt | sesbssensssessenes 5,482,884,470 [ ..coorvvrrrecrenn. 5,395,766,069
11.  Neticashifromioperationsi(LIN€I4IMINUSILINEIT0)........cccveueriierireiereiiesieresseseeses e ssssse s seses s bes e s s s sssss st ssssssssssessnsassssssssssssans | sessessesissssssssesns 271,973514 | oo 507,217,102
[ICASHIFROMIINVESTMENTS
12.  Proceedslfromiinvestmentsisold,imaturediorirepaid:
12.1 Bonds.... ...5,801,551,251 .3,535,977,307
1202 SHOCKS..tveuevetvererrees iR Rttt | seseness st 124,396,182 [ ovoovercrrieriinnd 47,614,407
12.3 MOTEGAGEIOANS. ..ot ces ettt bt s b2 R SR8 R8s bbb ee s st enbentenns | sbsebinesestantsnsessnssesaessessessansanen | nebiebtessess e et bt ettt
124 REAIBSIALE. ... veveverceirieseriecei bbbttt | eerieess et 8,822,528 | ...ovvrerrerinne 4,176,594
12.5  OtherliNVESIEAIASSELS. ........vvveceieiecieete ettt bbbt st e b ba bbb s st s sns s sassessensenas | ebessessessnsessesnsas 202,447 571 | cooeovereeereereisinn 4,324,894
12.6 Netigainslori(losses)lonicash,icashiequivalentsiandiShortitermiNVESIMENES...........c.cccueieieicieieiesceine s sessssns | cressiesssssssses s sssssessessessens | sevssssesssssesse e sses s
12,7 MISCEIIANEOUSIPIOCEEAS. .....vvvveverirrisreeiseeseeses e eseeesseessssssessessssss s st st ess e ssssas s st enss st st ees s ssensansens e sse st s sansanssessasssnsessnnsansanss | sossssssssssansssssesssnssnsanssessassanssnes | sesssssessassanssnssesssnssnsssssessesssssses
12.8 Totallinvestmentlproceedsi(LINESIT2.AMOIT2.7)......cvueucirierereeie ettt et ssss st s st s s s s st ssessasssenes | cvsesnsssssessases 6,137,217,532 | .covvvrrerrrinns 3,592,093,202
13.  Costloflinvestmentsiacquiredi(longitermionly):
131 BONMAS. ..o vereeererese ettt | bt 6,291,428,708 | ......coecvvrecrenn. 4,018,295,735
1312 SHOCKS. ovveueeireeesreess et | st 94,749,874 | ..o 155,961,376
13.3 MOTEGAGEIOANS. ... et et es ettt et s st 852288 R 22t tses st ententenns | 2bnebinesantentsns e ssnsensnessessessansanen | nebiebtess sttt bttt
134 REAIESIALE. ......veveverceirriirerieeei ettt | eenieees et 6,628,297 | ..oovvvrecrrrrreenne 5,027,257
13.5  OtherlINVESIEAIASSELS. .........oveieiecei ettt sttt sttt bbb sae s bae b s sasessssaassssansanans | evessnssesessssssssssaesas 5,970,911 | coeveeeeeeceinns 5,913,537
13.6  MiSCEllANEOUSIAPPIICALIONS. .....v.vvveieieci ettt ettt bse b s bs s ss s s nsensesensns | ansebisssnsessnssnsesesesenassesensensesss | bossessessssessessnsensessessnsnsessnssnsans
13.7 Totallinvestmentslacquiredl(LINESIT3.1HOIT3.6)........cevueveieeirerieeeecieeceisiee ettt ssss bbb bes s besses s bessessesessans | erssssssessssaseas 6,398,777,790 | oo 4,185,197,905
14.  Netlincreasel(decrease)inipolicylloansiandipreMiUMINOES. ...........cc.urvuciviueiieieeieeiie ettt bbb baes
15.  Neticashifromlinvestmentsl(Linel12.8iminusiLinesi13.70and14)
ICASHIFROMIFINANCINGIANDIMISCELLANEOUSISOURCES
16.  Cashiprovidedi(applied):
16.1  SUIPIUSINOLES,ICAPIAIINOLES. ..ottt ettt ba bbb st et s st esbenssestes b sanssans | cbsbinsssssessanssessnssessenssessessensanes | eebesssesssssesssssestessesseesaessessnesas
16.2 CapitallandipaidliniSurplus,ESSIHIEASUNYISIOCK. ..........verveerrerirrissiessesse st sssise s ssss st sssssessessssssessssssnsanss | sssssssssssssssessessssssssssssessessassnes | nesssssessassanssessssessssssnssessessnesans
16.3  BOIrrOWEAIfUNASIIECEIVEA. ..ottt sttt bbb a bbb s bae s saebssesans | sbesbestessbensesssbessesse s nsesnssnaas | evsesssssssesiesansesas 151,515,000
16.4 NetidepositsionidepositltypelcontractsiandiotherlinSUranCeIlIADIIILIES. ...........c.cvvriiiuiiiieeeeeeeee s iessnsiens | eeeiesie s bes et esseses | cresstesesss st s st esae s sas e
16.5  DiVIdENASHOISIOCKNOIAETS. ......cevveuerciciciee ettt ettt | cebbneste s ses bbbttt nteents | setbsnessesb bbbt
16.6  OtherlcashIproVidedI(@PPIEA).........ccevveereicicieeeeeseee ettt ettt sttt ss st st sses s st s s ssessnsnbnsaens | sresssssssssssessssnes 90,365,858 | ...cooveierns (37,017,183)
17.  Neticashifromifinancinglandimiscellaneousisourcesl(Linesi16.1itol16.4iminusiLingl16.50pIUSILINEITE.6)..........vvvveereereeerrierrerrennins | csrresesssseiesssssennes 90,365,858 | ..ovoiriiiiiiinenns 114,497 817
IRECONCILIATIONIOFICASHIANDISHORTITERMINVESTMENTS
18.  Netichangelinicashlandishortitermiinvestmentsi(Linel1 10plusILiN€I1SIPIUSILINEIT7)........cvurveveeiereeieerecesieseeesseeeee e ssssessessssenes | sevveseesessssssssenns 100,779,114 | oo 28,610,216
19.  Cashlandishortltermlinvestments:
19,1 BEGINMINGIOMYEAN. .....v.cvvcvirireiisessei sttt ettt bbbttt a bbbttt s s st st ententas | sressessessenssessesans 184,594,801 | .ovevrererrrine 155,984,585
19.2  Endiofiperiodl(Linel 8IpIUSILINEIT 9. 1) oveessiee s eeesrmsssese s semes e seesesesess s sesess st sttt ssnnssnssns | sessssssssessssssssees 285,373,915 | oo 184,594,801
| Note:lISupplementalldisclosuresloficashiflowlinformationiforinonlcashitransactions: | |
20,000 ittt EE L E LR EE e At ettt | chteent ettt ettt | ettt
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ANALYSISHQFDOPER;ATIONDBsYDLINES4D0FHBUSSINESSD(aGainDangHLossﬂEsxhibit) g

IS ©®o® N oA N =

10 11 12 13
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health Xvii XIX Stop Disability LongiTerm Other Other
Total andiMedical) Supplement Only Only BenefitiPlans Medicare Medicaid Loss Income Care Health NoniHealth
NEtIPTEMIUMINCOME. ... vttt ...5,497,184,314 |.4,859,984,560 |...215,548,333 |...... 84,704,892 |...... 16,425,350 |....220,760,902 | ...oovvorerireirrrnes | cereereieeeeneereiies | reene 99,760,277 | ovevereeeereereernnens | ereereernesnseneesessnees | cermeessessessnsssessnns | seesessessessesssessnsens
Changeliniunearnedipremiumireservesiandireservelforiratelcredit............cooeurrierrierrererins e 21,216,498 | ...... 20,324,599 |.......... (575,582) | ........ 1,486,556 |............ (19,075)
Feelforiservicel(netiofl$..........00medicallexpenses)
RISKIFEVENUE. ... ..ottt sttt

Aggregatelwritelinsiforiotherihealthicarelrelatedirevenues
Aggregatelwritelinsiforiotherinonlhealthicarelrelatedirevenues

TotallrevenuesI(LINESITIOIB)...........c.ovuvervirereieciiieieeeseeie st ...5,518,400,812 | .4,880,309,159 | ....214,972,751 ....220,760,902 99,760,277
Hospital/mediCallDENEits. ..........cccviveieeiciicieece e ...3,771,892,400 |.3,227,121,638 |....334,038,937 ....145,429,346 65,302,479
OtheriprofeSSIONAIISEIVICES. ...........cevevieeicreiieie ettt ssssnes | saevanes 80,215,072
Outsidelreferrals............... .0 .
Emergencylroomiandioutiofiarea
12, PreSCrPtONIATUGS. ......cveverrereeereiseeeseeeesses e ssese st sttt sess et sesssssnssnssesans
13.  AggregatelwritelinsiforiotherthospitallandIMediCal............cccrrrerirrrrrrneenrieereineeseressesseneens [ e 0
14.  Incentivelpool,iwithholdladjustmentsiandIbonUSIAMOUNIS............cruererreererresirnireensireenesnnens | eereessessessnsssessenad 0
15, SUDtOAII(LINESIBIOITA). .....cevecvereeeeeceee sttt et e ..4,741,767 141
16, NetlreiNSUrANCEIMECOVETIES. .........cveveeieeveeeiecieeeeee et tes st ss s ssse s ssessesessessssnsens | evessesssssssssassassand 0
17.  Totallhospitallandimedicall(LineSI15IMINUSITB).........c.urverrrrnrerrerieerenrireereesseessesseseesseesseseeseenns ..4,741,767 141
18, NONINEAIICIAIMSI(NEL). ... vervrrerierrrerireireiseieees ettt ss s st essassnens | sesesssssessessanssesan 0
19.  Claimsladjustmentiexpenseslincluding($.....48,936,879Icosticontainmentiexpenses............... | ...... 146,094,381 |....129,160,020 |........ 5,728,460 |........ 2,251,136 |........... 436,524 |........ 5,866,990 | ...coverireiiieiees | e | e 2,651,251
20.  GeneralladminiStratiVEIEXPENSES. .........cvrviveiveeierereieeee et senae s | evaes 334,178,455 |....278,964,601 |...... 29,202,540 |........ 5,149,282 |........... 998,511 |...... 13,799,010 | .ovovevceeeieeeees [ e | v 6,064,511
21. Increaselinireservesiforlaccidentlandihealthlcontracts............c..ocveeeveerinereriereeerereseseeesenes | e 127,500,000 |........ 4,500,000 |....123,000,000 | ...cooerririrrrreriees | eererereereieieiieins | esvresissesessesiniens | eveesessessssssissenies | ereesessesiesesesesenss | seesssesssessesiesinns
22.  IncreaselinireServelforllifelCONITACES..........c.ccveveieevceeie ettt | ernsssessssaessenenaad 0. PSS, S DO, S D S D, S DS S DS9S D00, S XXX e
23.  TotallunderwritingldeductionSI(LINESIT7HOI22).........vvrverreerermerrereennessesessnssssssseseeseessssssessssnssens ...5,349,539,977 | .4,473,747,171 | ...491,969,937 | ...... 74,990,020 | ...... 14,060,505 220,754,103 | oo, [0 IO 0. 74,018,241 | oo, (01 IO (01 I (0 IO 0
24.  Netlunderwritingigainlori(loss)I(Lin€l7imiNUSILINEI23)...........oceverrerrereernerrenrereernesnesersnesnneeees | covene 168,860,835 | ....406,561,988 | ...(276,997,186)] ...... 11,201,428 | ........ 2,345,770 | ...covvnee. 6,799 | .o [0 P 0. 25,742,036 | ..oovvvrerrernen. (0] IO (0] I (01 I 0
DETAILSIOFIWRITE(INS

0598. SummarylofiremainingiwritelinsiforiLinel5ifromIOVEMIOWIPAGE..........overererererrerrieieereressiseies | eerevessssssseesnsennens 0
0599. Totall(Linesi0501thrul05031plusi0598)I(LINEISIADOVE). ... rvuresresrerrrssressessrrssssssssessessnssnssssssessess | sessssssssssssssssesens 0
0601. ..

0602.

0803, ooeeeeeseiiete ittt Rt ennaas | shseess st ss e 0
0698. SummarylofiremainingiwritelinsiforiLinelBifromIOVEMIOWIPAGE. .........vererrerrrrrrreeeireereeereeseires | eereesreeseeseesseeneens 0
0699. Total)(Linesi06010thrul06031plusi0BI8)I(LINEIBIADOVE). ... reurerresrerrersreressessessessneseessessnesssssesness | sesesssnsssssssssnsscens 0
1301.

1302.

1303.

1398
1399

. SummarylofiremainingiwritelinsiforiLinel1 3ifromioverflowlpage
. Totall(Lines)13010thrul13030plusi1398)I(LINEI13IaDOVE). ... vererererrrrsreereseesnesseseee s seesessenas
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UNDERWRITINGIANDIINVESTMENTIEXHIBIT

PARTMIIPREMIUMS
1 2 3 4
NetIPremium
Direct Reinsurance Reinsurance Income
LinelofiBusiness Business Assumed Ceded (Cols.N0+12103)
1. Comprehensivel(NOSPItAlIANAIMETICAL)............ccc.iviviieicisiiieiis ettt s bt b s bbb bt s e bs et 4 s bt s e be s et s s sttt b s bbb bt b s bs st ss s ntesas | absessssessssasssssessebensesas 4,859,984,560 | ......oueuereiereiereeeieeeeree e ressieies | erereissessi s sessa s sn et ennaeasssnenes | oetesesersteeest et eneeeeaens 4,859,984,560
2. MEAICAIEISUPPIEIMENL...........cveieieiieciiee ettt ettt ettt et etsses st et s bae b s bbb s b s b s s s bbb s s e bbb s b s s bs s s b s s s bbb s bbb b b s s b s e s s b s s e bt s b s b bae b s s bt b s st s b ss s s tesnts | ebinsessesentestes e s st s bnee 215,548,333 | ..ot | ettt s es st senees | seetetesnnas et 215,548,333
B DBINANIONIY .. .eee ettt R Sf et RR £ R R R R8RSR R R b | seent ettt 84,704,892 | ..ot | cesieeet ettt | ettt 84,704,892
A VISIONIONIY. .. vevoeeueeeseeeeseeseeeseessseesss et ee s essssees st eeesseesssaee 4e48seee 8 eeRE 0084805 £ 142 ER 8125828105881 8 8558 R 844888818t | HeEsee ettt 16,425,350 | rvvvuverreerreensreemeeeseeeessesssseessessssnes | sereessseesssesssssss st st eestesssensstes | seesseessessss st eesseeees 16,425,350
5. FederallemployeeSINEaIthIDENETSIDIAN. .........cvevrierierriiriieiiss  etsrissiseeseessesseeseessstsseseesessees s es e st e s ss s e s e s eS8 e 8 e s 4e 2828428288424 E RS AR R R AR en et et enene | AessesEentens e Rt st sttt 220,760,902 | ..vvuverereerreereeeeeessiseesesissesessssessesses | sessessesssssssis st ssesssssssse s ssestns | sessessessessesssessessessensseens 220,760,902
8. THIBIXVIIIIIMETICATE. ........ocercerceeirciecieciees et eeseesstaieees seessees s s s as e s bbb R8s R854 E 84ttt bbb e | HeLb e bt e bR b e bbb bttt b e | £1tb et bt e bttt bbbttt nt e | £esetb et b ettt ettt bbbt | sebse ettt 0
T THIEDXIXIIIMETICAIA. .. ..v.-veeoeereeesseeseeeseeeseeeeseeese e seess s sees  eeseesseessseeess e ee s ees s8££ RR 442888 E 81088442842 EE 8858188488408 4818811028142 H 8028288114884 2802840581228 4e 2881005 | 1400814 EEE 2R 81 E 8 £ A8 R 8818840800 | £481eEE 1o E R eeeR R | 4eeER R RS R R Rt | Hesee s ettt 0
B, SHOPIIOSS . vvrevereeesaeeseeesseeseeeseeesseess et ee s st e R R SEseSE e R R AR RS R R EREEEERE£8ERE£EEEER£E 18R EE R R8RSRt | neesE ettt 99,760,277 | ...verreeereeemreeereressesseeesssesssssessesssnns | sesseesssesssssssssssssesssessssssssesssasssseness | srseessesssssssstsssssnessassssnes 99,760,277
Lo TR 7 {110 4o [ OO ISP O OO O OO POOSOT 0
L T 113117 U OO0 PO OO PSPPSR 0
TR O (1111141 1 OO0 O OO OO ool [T OO OO OOs OO OO OO OO OO OO OO OO OO OO PO PO YOOl OO POT OO SO PO POP PO PO POPPOPPPOTY 0
12, HealthISUDtOtAII(LINESIIIAIOUGNITT)......c.vuivectiiesitet ittt ctetieies ttetestseesesssessssessssssses et s sessesssessebsessessssessesessee et es et et s st ssceeses s ess s ses et esset et et setsetnsesseessesses et ansessetessesessntessessnsenses | esssessstessessessntassesanes 5497,184,314 | oo 0 | oo (O 5,497,184,314
1 (OO O OO OO OO OT T POPO OO TSSO 0
T4, PrOPEIY/CASUAIY. .....ceorveeeceeieeeiseeee ettt sss b esss feetssesessessaessesseesessessees s s e s 8o e 8 S8 eEse SR eS8 o2 842 s 1o R ee S 42 £ e RS 1SR R e S eSS eSS 4284 e R e £ 8 e A8 eE R 428 4eEeee S 428 eeE e ne R e e et e s e e s ResEeee e bsessessesEenss | eEseEieeseeserssessessensestantsessestensantnsrstas | aeEieeiesiestessiesiessessestesssessessessssssiesses | feeseesessesiessiesesiestessessoessessossensansassies | eesessessessestanssssiestentansanstensensantaneae 0
15, TORAISTI(LINESI 2HODT4). ... ereeeresereeerees s eees s saees s eemmsseesss eesseesssoeesseeesoeee 48 EE 114880840 E 4R 18EEE 1408108144084 £ 148 E 140848 4£EE 1R E 4L E 408 4EEE 140811408108 E 4Rttt | srttent et 5,497,184,314 | ..o 0 | e (V[ 5,497,184,314
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UNDERWRITINGIANDIINVESTMENTIEXHIBIT
PARTI2ICLAIMSINCURREDIDURINGITHEIYEAR

1 2 3 4 5 6 7 8 9 10 11 12 13
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health Xxviil XIX Stop Disability LongiTerm Other Other
Total andiMedical) Supplement Only Only BenefitsiPlan Medicare Medicaid Loss Income Care Health NonlHealth
1. Paymentsiduringthelyear:
1.1 Direct st ss s tnns | ara 4,750,036,658 |..... 4,072,225,524 |........ 329,790,182 ...71,442,034 ..12,988,910 163,733,998

10.
1.

12.

1.2 Reinsurancelassumed

1.3 Reinsurancelceded

Paidimedicallincentivelpoolsiandibonuses............cceeveerereereeneeeneenens

ClaimiliabilitylDecemberi31,lcurrentilyearifromiParti2A:
31 DIMECL. vttt
3.2 Reinsurancelassumed....

...71,442,034

..12,988,910

ClaimireservelDecemberi31,lcurrentlyearfromiParti2D:
4.1 Direct

4.2 Reinsurancelassumed
4.3 Reinsurancelceded

Accruedimedicaliincentivelpoolsiandibonuses,icurrentiyear..............
AmountsirecoverablelfromireinsurersiDecemberi31,icurrentlyear

ClaimiliabilitylDecemberi31,ipriorlyearifromiParti2A:
T4 DIFECL. ..ot
7.2 Reinsurancelassumed....

ClaimireservelDecemberi31,IpriorlyearifromiParti2D:
8.1 Direct
8.2 Reinsurancelassumed
8.3 ReinSUranCeliCeded...........cvurierurmneineieieineieiseesenenisesensens

Accruedimedicallincentivelpoolsiandibonuses,lprioriyear..................
AmountsirecoverablelfromireinsurersiDecemberi31,lpriorlyear..........

Incurredibenefits:

111 DIFECE. ..ot
11.2 Reinsurancelassumed....
11.3 Reinsurancelceded
11.4 Net

IncurredimedicallincentivelpoolsiandibonuSES. ........ovrerrerrerseesrensenens

0]..

0.

..... 4,741,767,142

..... 4,061,121,881

.......... 16,921,377

.......... 16,921,377
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UNDERWRITINGIANDIINVESTMENTIEXHIBIT

. Amountsiwithheldifromipaidiclaimslandicapitations:

34,417,326 |...

PARTI2AIICLAIMSILIABILITYIENDIOFICURRENTIYEAR
1 2 3 4 5 6 7 8 9 10 11 12 13
Federal
Comprehensive Employees Title Title
(Medical Medicare Dental Vision Health Xxviil XIX Stop Disability LongiTerm Other Other
Total andHospital) Supplement Only Only BenefitsiPlan Medicare Medicaid Loss Income Care Health NonlHealth
. Reportediiniprocesslofiadjustment:
11 DIFECE ettt | crnrnnes 38,926,423 |.......... 31,806,560 |............ 4,070,813 |....cco...... 319,508 |.....ccoee 118,814 |............ 2,549,815 | .o | et [ e 80,913 | e | et | et | et
1.2 ReinNSUranCelasSUMEd...........ccvueveveveveeveveieieiseesseessesessseesenes | creveesessesesssssssenans 0 [ orreeeeeteeeeeieeiesens | eeeteeiesessssesseseseniens | cevessssesessessesssessens | cresessssssesiesessesesins | srestesesesiesissssesssses | sressssesessessssesesseses | stesesseseesessessssssesaes | eesessesessesssesessesesss | eetessesessesesessesssaeses | sesessessssssessesessenaeses | seveesessesssessessesssanes | esseseseseesensessessesenes
1.3 ReiNSUraNCEICEAEM. .......ovvecvieieiceieeieteeeeee e | e 0 [ ettt | eeeteeieieissesseseseniens | cevessssesissessessseesens | cresesssssesissessesesens | sresresesessesissesesssses | sreesesesessessstesesteses | stesesseseesessessesesesaes | sesessesissesesesessesiess | sebessesissesesesesesaesas | seressesessssestessssenaesas | esesessesssessessesssanes | essesesentes et sessesenes
T NBL e nans | creninees 38,926,423 |.......... 31,806,560 |............ 4,070,813 |......co...... 319,508 |.....ccoee.e 118,814 |............ 2,549,815 |..ooveveereieiaes (01 R {1 60,913 | oo, [0 (01 T (01 R 0
. Incurredibutiunreported:
2.1 DIMBCL.....oeveiceeeeveee ettt | ervenees 529,285,306 |........ 412,402,561 |.......... 54,947,701 |........... 3,665,817 |............... 665,856 |.......... 34,417,326 | ..o | e | v 23,186,045 | ... et | e | e
2.2 ReinsurancelassSUMEd...........cccoeueviuieeuieeirieiseiesiesesesseseiens | eeveveessssesssseseseenns 0 [ et [ eeeteeeieissessesesesiens | cevissssesissessesssessens | cresesssssesinsessesesens | sresresesessesissesesssses | sreesesesessessstesesteses | stesessesessessessssesssaes | sesessesessesesessssesinss | sebessesissesesesesssseses | seressessesessestesssseniesas | eresessesssessessesssenns | essesesestes st sessesenes
2.3 ReiNSUraNCEICEABA..........c.evuivieereiereie et vnes | eeveseesssse e 0 [ oot [ eeeresissesnsessesessniens | ereviessssesessessssssesnns | eessesessssesies e sessesns | sveesessesssssssessssnees
2.4 54,947,701 .3,665,817 |....

3.1 DIFECL. ettt ettt | sesenr st s enenes 0 [ eeerrreireererreereireiiees | eerrerneinsinsisnsnsineenees | eernensineensinssnsenssnees | sesneensessesenseseesssens | setseensssesessnssesnsens | sesesseesnsssesnssnsssnsees | sesessessssensssessnssssees | sesesssesesssesssssssssens | sesssenssesesesesesiens | setessssssstssnsssssnsnes | setesssssesessssnssesiens | sesseeessesssssssesesiens
3.2 ReiNSUranCelasSUME..........c.vererurrrereneeneemesnssnssneessesssmessness | eesnesessessnsesnesesennes 0 [ ereerreireerrennnireerniiees [ errnsennnsinsiinsnsinsenees | eeneensensesssinsnsinssees | senssnsesssssenssssenssens | srssssnsssesessnssssssssnss | sesesssssnssssssnsssssssssnes | sesesssssssenssensnsssnsees | sesnsssssessesnsssssnsess | sesssssssesessnesesnsess | sesessesssssssnssssssnsnss | sesessssssssessasssssesens | sessssessessssnsassessess
3.3 ReiNSUranCelCeABM. .........vvuriurrrerrieirireieireirereieeseseesesseiesenees | sereeseessseeesesssseens 0
B4 Nttt | et st nes 0
. Totals:

4.1

4.2 ReinsSUranCelassumed.........cc.vveeereuerreeeeneseineeeensseesssesessennnes | eneesnsssseessensennnes 0

4.3 ReiNSUrANCEICEARM. .......uuvrerierereireireeicesissesseeesse e ieesseseesees | eressesssssssssnssessenens [0 [0 (0 O (O (O (0 S (0 (0 (O [0 S (0 (0 O 0

A4 NBL. ittt | sreneans 568,211,729 |........ 444,209,121 |.......... 59,018,514 |.....c...... 3,985,325 | ..o 784,670 |......... 36,967,141 | .o (O (L 23,246,958 |.....ccoovivrininnenns (O (O (O 0
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UNDERWRITINGIANDIINVESTMENTIEXHIBIT
PARTI2BIANALYSISIOFICLAIMSIUNPAIDIPRIORIYEARIINETIOFIREINSURANCE

ClaimsiPaid ClaimiReservelandiClaimiLiability 5 6
DuringithelYear Decemberi31lofiCurrentlYear EstimatediClaim
1 2 3 4 Reserveland
OniClaimslincurred OniClaims OniClaimsiUnpaid OniClaims Claimsiincurred ClaimiLiability
PrioritolJanuaryi1 IncurrediDuring Decemberi31lof IncurrediDuring inlPrioriYears Decemberi310of
LinelofiBusiness ofiCurrentlYear thelYear PrioriYear thelYear (Columns10+03) PrioriYear
1. Comprehensivel(hospitallandiMETICA).............cceveviveieeiiiiicicee ettt ettt st st s senansas | seebnsesessssessesssssnans 385,406,421 | ...ovveverrrerreinas 3,686,819,103 | ...ocovvirereieereee 5,772,142 | oo 438,436,979 |..covveierireerrireinns 391,178,563 |..cooveeverererernn. 455,312,764
2. MEAICArEISUPPIEMENE. ......veieeeeeees e e ettt sesse s as et ss s eee s st sr st s st st st | sebestensentnenntententnens 44,722,245 | ..o 285,067,937 | .oooveeeeereenrireireireenns 1,802,913 | oo 57,215,601 | .oeovereeereereireereeens 46,525,158 | ..covveereeirrirrrnieinne 54,769,759
BT 0 o - 107U OO PE SO PTRPROTY BPUUTO O RT 4,928,802 | ..c.cvrerrieeienn 66,513,232 | ..eoeeeeeieiereeeeeeeie 158,579 | oo 3,826,746 | ..ooovreeeeeens 5,087,381 | .o 7,837,088
A VISTONIONIY. ..ot eese st ees et s s8££ 8284284284 2£ 25842842542 E £ SRR ek s SRR R E e en s b s | £ressensens st et st st et 1,022,254 | .coovoees 11,966,656 | .....ovoreeereeeereireereieieens K I 781,499 | .o 1,025,425 | oo 1,148,107
5. FederallemployeesIhealthlbenEfitSIpIAN.............c.cuiuiveiiiiiieictccceete ettt snes | ebsebessessssesssssesanseneas 30,374,251 | .o 169,481,759 | ..ovvvevivceereeeeieiens 3,671,470 | .o 33,295,672 [ .cooveveeerererrerereieinas 34,045,721 | .o 35,735,050
LG TR 1= T L T=To o= T I P OO OO STEOT ETOTEEOEU TR R 0 [ e
7. THIBIXIXIIIMEGICAIA. ... ..ottt se s8££ e84 8 8 es et s e e bsessessantenes | 4essessessessasssnssessessessassanssessastanssnes | sesessestossussunssassasssnssnssestansanssnssesss | 2eastunssnssnssnessnssessessessasssnssessassassns | £essnssessessnssnssnssssnssnssnssnssnsnnsnns | sessessssssnmssassnssnssssssessanssnsnnssnes 0 | o
8. OHNEIINEAIN. ...ttt Rkttt nren s | anfenE ettt 628,905 | ..o 63,105,094 | ..o 4,110,083 | .o 19,136,895 | ..o 4,738,968 | ..o 21,678,477
9. HealthISUDLOLAII(LINESITIOIB). ........vevererrerresiieeesisesseesesesseseesssessssese s ssess st et ensse st s s st st enssessensensessessensssssnssessessessnnssessnssons | sosssssssssssssnsssssessns 467,082,878 | ..o 4,282,953,781 | oo 15,518,338 | ..o 552,693,392 | .o 482,601,216 [ ..o 576,481,245
10, OthIINONINEAIN. ... ceeeeiei ettt et s e s8££ 82842 E 2R E s e st ess s | £4eEeesetsessessantsessessessessenssessessastans | 4ebsessessassasssessessassastanssnesastansanssnss | 4etessassussssssnetssnsessessessessessessants | sesessessessessonssessessassantnssestentansunens | srestessssussnmesassnsnsnessessssnnssnsan 0 [
11, MedicallincentivelpoolSIandIDONUSIAMOUNLS............cverurrureererrreseesseseeseeeeeseeseeesseesseesesseessesseeseesessesesessessessessesssessssassasssesseesassansns | £1e8eesssesssseessessessessessensenssessessensans | 4oeseesessessesssessessesssessnssessensanssnsnes | 4efeeseessssessenssessnssessesseessnssnssessanss | oemssnesessesssessesseesanssnsanssansanssessnsns | sressensssnssnnssnsanssnsesssssnssssssssns 0 [t
12, TOtAISI(LINESIIMOITT) . e rerererereesrssesssessesesessseeseesesseesanssssssesasssnssns s senssns s s sesess s ses st ee st sns s sentensenssnssessanssnssnssnsnssanssnssnssnssnsses | sossssssssssessonsnsnnssaes 467,082,878 | ...oovvererininnas 4,282,953,781 | oo 15,518,338 | ..o 552,693,392 | .ooviririrrinnenneens 482,601,216 [ ..ovovrererieiniianens 576,481,245
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satementasotDecenterst 20040t BLUEICROSSBLUESHIELDIOFIMICHIGAN

UNDERWRITINGIANDIINVESTMENTIEXHIBIT

PARTI2CIIDEVELOPMENTIOFIPAIDIANDIINCURREDICLAIMS
(000IOmitted)

SECTIONIAIIPAIDIHEALTHICLAIMSIIIGRANDITOTAL

CumulativeINetlAmounts(Paid

YearliniWhichiLosses 1 2 3 4 5
Werellncurred 2000 2001 2002 2003 2004
1. X ..19,327 | .. .04
2. 200000ttt bbb e a AR A R bbb Ao b bR A a bRttt s b st s bbbt sen s sse s st s tentenne | nebnseseesnaest e st s et n e s aees 3,350,303 [ .o 488,638 982
3. 2007 ettt et e et ae et e s bRt bR bRt ettt ettt b e st s bee s s s st st saestensntntnnas | eesensieseesaesseesansaan XXXt | oo 4,438,625 | ..o 453,224 | ..o 8,882
B, 2002ttt ettt AR e A et s A s sttt en st b e s st s e see st esaensenssenaentensansansans | stessenseeseeseeeseeseees D9, 0 G [N XXX oot | coeeveeseeses e N S Y 475,774
5. 2003ttt a s ARt bbb a e e st sttt et s s s s bt st s st s st ssntantentens | avesestessseseenaesanes XXX oo e XXX veriveeereveeeeiennn | e XXX oo 4,289,193
B. 2004 .ttt ettt ettt e st et s et ee sttt s st et tae s s e s st e st sA st st et s ssne sttt e sasstn s ssessensantenssensentensntntanas | arssssssesssssessessann XXX oseieressieiens | s XXX veiiveirieresisnienns | v XXX ovseesveissiesienes | e XXX eoieisieissieiinisiienes | oo 4,293,368
SECTIONIBININCURREDIHEALTHICLAIMSIIIGRANDITOTAL
SumiofiCumulativelNetlIAmountiPaidiandIClaimiLiabilitylandiReservelOutstandinglatiEndiofiY ear
YearfinlWhichiLosses 1 2 3 4 5
Werellncurred 2000 2001 2002 2003 2004
1. ...23679 |..
2. 20000000ttt R SRR E AR A bbbt s st s bt s entes | essetesies sttt et n s 3,102,709 | oo 530,921
3. 2007 it R R R AR a AR bbb bbbt ens st n b s st tenn | nesesessesaen s s aenaa XXX oertiereveiieriesinens | e 3,561,048
B, 2002ttt et bbb R R At s bbbttt b e bbb e st s e be s st ententnsenntes | sbesaesiesiestesseeseees D9 COUUINY IUOURR ) 0.0 O
B 2003, A R AR AR AR b st s et n b st tene | nesebestesaentiesaenaa D90 GOSN IO D 0.0 GOSN PR XXX et | v 4,832,464 | ..o 393,961
B. 2004 .ottt ettt bttt sttt ket A kA st st s A et e A et Rt e A sttt E et A et et b sttt en s tnt st ntententntntants | nebissiestessenteesienaas 0,8 SRR [N D8O SN [T 08,0 SR [T XXX eteiierierissiisiciinnes | coesreesessssess e siessesssssssssssnes 4,852,568
SECTIONICIIINCURREDIYEARIHEALTHICLAIMIANDICLAIMIADJUSTMENTIEXPENSEIRATIONIGRANDITOTAL
1 2 3 4 5 6 7 8 9 10
ClaimiandiClaim TotallClaimsland
YearsliniWhich Adjustment UnpaidiClaim ClaimsiAdjustment
PremiumsiwerelEarnediand Premiums Claim ClaimiAdjustment Percent ExpenselPayments Percent Claims Adjustment Expenselincurred Percent
Claimsiwerellncurred Earned Payments ExpenselPayments (Col.13/2) (Col.121+03) (Col.15/1) Unpaid Expense (Col.150+170+18) (Col.09/1)

1. 2000, | e 4,450,726 | ..o 4,412,707 | oo 31,882 | e 0.7 | 4444589 | ..o 99.9 | oo | e entsenes | eeresesese s 4444589 | ..o 99.9
2. 2007 e | et 4,874,622 | ..o 4,902,230 | ..o 35,419 | oo 0.7 | 4,937,649 | ..o 101.3 | oo 204 | o 23 | e 4,937,876 | ..oooovvererereeee s 101.3
3 2002 | e 5,287,340 | ..oovoverererernan. 4,688,387 | ..o 33,875 | o 0.7 | 4,722,262 | ..o 89.3 | .o 1,587 | oo VT A4724,025 | ..o 89.3
4. 2003 | e 5,554,675 | .coooveverererrerenans 4,736,635 | ..ovveereieeeeeinae 34,222 | oo 0.7 [ 4,770,857 | oo 85.9 | oo LAY 4 1,982 | oo 4.790,716 | oo 86.2
5. 2004.....iieiieieeeeeeieessieeens | e 5,518,401 | .o 4,293,368 | ..o 31,020 | o 0.7 |, 4,324,388 | ..o X 565,464 | ..o 60,813 | .o 4,950,665 | ....ooverereirciiereian 89.7




satementasotDecenterst 20040t BLUEICROSSBLUESHIELDIOFIMICHIGAN

UNDERWRITINGIANDIINVESTMENTIEXHIBIT

PARTI2CIIDEVELOPMENTIOFIPAIDIANDIINCURREDICLAIMS
(000IOmitted)

SECTIONIAIIPAIDIHEALTHICLAIMSIIIHOSPITALIANDIMEDICAL

CumulativelNetIAmountsiPaid
Yearlin(WhichiLosses 1 2 3 4 5
Werellncurred 2000 2002 2003 2004

1. ST5475 | oo 15,379 | 3,085

2. 200000+ eeereeereeeseesseeess eS8 R8RSR 2,152,232

B 200 ettt nnnnesntnnens | snstenennensenssenns KK urernnnennnsenisnntsnnens | seenseensenssnnennessnenennsseens s 2D N9y T | it 393,280 [ it 8,006 | ..cvorrerrieereei e 1,126
OO OO OSSOSO PRSTIRRRRRTINY 0, ) CHTURSTURRTRRRRTRN DRSSPSR ¢, OO OO RTORPRRTRTRRRRRIE: X o1 .27 { | I SOOI 401,308 | ..voooeeeee e 3,565
TR0 OO O TS PP ST OTOTRTTSSTPSTTRSROT SOTRSTRRRRTED 0.0, GOSN PRSSRTRINY 0, ¢, COTSIRRRT [RTRRD 0.0, GO OO 3,766,782 | cooooeeeeerreeeeereeneeeeeeennens 370,089
LT OO OO OO OO O OOOO OO OOT OO OO SOTRRSRTSRPSPRRROT SYSTORRSORIRRTPOTED 0,0, COTIRRTORRIRRSRRI) DURSRTRRIRRTIIND 0, ¢ COTPRRIIRRTRRSRSIORRY [RROORRTRRTRSRN 0,0, CPRRTURIRTIRORRTY PUSRORRTRRTRIND, 0.0, CIOPIRRTRTRRROTO) OO OO 3,696,773

SECTIONIBIIINCURREDIHEALTHICLAIMSIHOSPITALIANDIMEDICAL

WHCL

SumiofiCumulativelNetlAmountiPaidlandiClaimiLiabilitylandiReservelOutstandinglatiEndiofiYear
Yearlin(WhichiLosses 1 2 3 4 5
Werellncurred 2000 2001 2002 2003 2004

N OO OO OTSOO RSO A13,496 | ..o (L 3,336 [ ceereereereren ettt enss s | st et
2. 2000001 eeereeereeeseesseeesse e ee e eess eSS REEE et nent| reeeseest e sttt 2,614,051 | oo 457,259 | oot T B T 3475

3. 3,048,742 | oo 425,043 | oo 52,017

4, Z R 377,008

5. 4,197,610 |.

B, 2004......ceeeeeie iRttt snnesnnententnnnns | nensnnsensenssnenens s KO arerntsenenneneensennns | nnnsensensennsnnsnes KOKunesnennennsensenesennenns | erenennnnenesenssens s XK usnrssnnseensennsensenenses | senesensnnensnenssess s XK asersssenssnnsensesneseees

SECTIONICIIINCURREDIYEARIHEALTHICLAIMIANDICLAIMIADJUSTMENTIEXPENSEIRATIONHOSPITALIANDIMEDICAL

1 2 3 4 5 6 7 8 9 10
ClaimiandiClaim TotallClaimsland
YearsliniWhich Adjustment UnpaidiClaim ClaimsiAdjustment
PremiumsiwerelEarnediand Premiums Claim ClaimiAdjustment Percent ExpenselPayments Percent Claims Adjustment Expenselincurred Percent
Claimsiwerellncurred Earned Payments ExpenselPayments (Col.13/2) (Col.120+03) (Col.15/1) Unpaid Expenses (Col.150+170+18) (Col.09/1)

3,994,381 | oo 2,971,329
3,557,004 | ..o 2,974,246
4,755,801 4,097,613
.4,955,616 |.... 4,136,871
4,880,275 3,696,773

2,992,797
2,995,735
4,127,219
4,166,760
3,723,482

2,992,797
2,995,922
4,128,318
4,171,886 |.
4,227 447
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satementasotDecenterst 20040t BLUEICROSSBLUESHIELDIOFIMICHIGAN

UNDERWRITINGIANDIINVESTMENTIEXHIBIT

PARTI2CIIDEVELOPMENTIOFIPAIDIANDIINCURREDICLAIMS
(000IOmitted)

SECTIONIAIIPAIDIHEALTHICLAIMSIIIMEDICAREISUPPLEMENT

YearliniWhichiLosses
Werellncurred

CumulativeINetlAmounts(Paid

[

SECTIONIBIIINCURREDIHEALTHICLAIMSIIMEDICAREISUPPLEMENT

YearlinlWhichiLosses
Werellncurred

SumiofiCumulativelNetlAmountiPaidlandiClaimiLiabilitylandiReservelOutstandinglatiEndiofiYear

............................................... 42,852

249,423

.4

SECTIONICIIIINCURREDIYEARIHEALTHICLAIMIANDICLAIMIADJUSTMENTIEXPENSEIRATIOIIMEDICAREISUPPLEMENT

1 2 3 4 5 6 7 8 9 10
ClaimiandiClaim TotallClaimsland
YearsliniWhich Adjustment UnpaidiClaim ClaimsiAdjustment
PremiumsiwerelEarnediand Premiums Claim ClaimiAdjustment Percent ExpenselPayments Percent Claims Adjustment Expenselincurred Percent
Claimsiwerellncurred Earned Payments ExpenselPayments (Col.13/2) (Col.120+03) (Col.15/1) Unpaid Expenses (Col.150+170+18) (Col.09/1)
............................. 173,594 | ..o 274,927 reverereneereeennennn 216,913 276,913
............................. 175,675 | oo 237,404 reerereree e 239,119 239,137
............................. 189,427 286,190 e 288,258 288,462
202,164 | .... ....289,184 ....291,273 ...293,054 |.
............................. 214,973 285,068 e 281,128 350,687
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satementasotDecenterst 20040t BLUEICROSSBLUESHIELDIOFIMICHIGAN

UNDERWRITINGIANDIINVESTMENTIEXHIBIT
PARTI2CIIDEVELOPMENTIOFIPAIDIANDIINCURREDICLAIMS

(000IOmitted)
SECTIONIAIIPAIDIHEALTHICLAIMSIIIDENTALIONLY

CumulativeINetlAmounts(Paid

YeartinlWhichiLosses 1 2 3 4 5
Werellncurred 2000 2001 2002 2003 2004
1.
2.
3.
4,
5.
6.
SECTIONIBIIINCURREDIHEALTHICLAIMSIIIDENTALIONLY
SumiofiCumulativelNetlAmountiPaidlandiClaimiLiabilitylandiReservelOutstandinglatiEndiofiYear
YeartinilWhichiLosses 1 2 3 4 5
Werellncurred 2000 2001 2002 2003 2004
1.
2.
3.
4,
5.
6.

SECTIONICIIIINCURREDIYEARIHEALTHICLAIMIANDICLAIMIADJUSTMENTIEXPENSEIRATIOIIDENTALIONLY

YearsliniWhich
PremiumsiwerelEarnediand
Claimsiwerellncurred

Premiums
Earned

2

Claim
Payments

3

ClaimiAdjustment
ExpenselPayments

4

Percent
(Col.13/2)

5
ClaimiandiClaim
Adjustment
ExpenselPayments
(Col.[20+03)

6

Percent
(Col.15/1)

8

UnpaidiClaim
Adjustment
Expenses

9
TotaliClaimsland
ClaimsiAdjustment
Expenselincurred
(Col.150+170+18)

Percent
(Col.09/1)

............................. 101,631
............................. 107,290
............................. 107,774
.100,612 | ...
............................... 86,229




satementasotDecenterst 20040t BLUEICROSSBLUESHIELDIOFIMICHIGAN

UNDERWRITINGIANDIINVESTMENTIEXHIBIT

PARTI2CIIDEVELOPMENTIOFIPAIDIANDIINCURREDICLAIMS
(000IOmitted)

SECTIONIAIIIPAIDIHEALTHICLAIMSIIVISIONIONLY

OA'CL

CumulativeINetlIAmountsiPaid
YearliniWhichiLosses 1 2 3 4 5
Werellncurred 2000 2001 2002 2003 2004
1.
2.
3.
4.
5.
6.
SECTIONIBIIINCURREDIHEALTHICLAIMSIIIVISIONIONLY
SumiofiCumulativelNetlAmountiPaidlandiClaimiLiabilitylandiReservelOutstandinglatiEndiofiYear
YearliniWhichiLosses 1 2 3 4 5
Werellncurred 2000 2001 2002 2003 2004
R 1o o o U T o A O DU SO
700 PO IO I 0 2 SO [ O R DUO RO
3L 2007 ettt bbb bbbttt s bbb n et ensens et snsesnsnntsssessnsensesensennens | sneseeressessenesenses KK renrerierensessnressenens | seersnesserssensensessnesssssseseseeesees TRDD0 | e 0TS |
S RSSO FURRRTRRRRRRRTND 0, 0. GOSN DRRRRRRRRRRTNND 0. O, GO OSSP TRRTRN 2 (L I T 1,247
5. 14,186 |.
B, 2004...... oottt ettt et n st ettt et s s bt s s ssea st st entensesntessetnnanaansessnsensnssntsnsesntensessntentans | aneerersesersnnsssssess KK urerrersnreneersnresnsens | srserensersessnsensessess KR urereerenrersrenernnens | svrersnresessnnssssness XK urerersrnensersnrennsens | sveerensessessnnsnseress XK urerrerenresesraneesensanes
SECTIONICININCURREDIYEARIHEALTHICLAIMIANDICLAIMIADJUSTMENTIEXPENSEIRATIOIIVISIONIONLY
1 2 3 4 5 6 7 8 9 10
ClaimiandiClaim TotallClaimsland
YearsliniWhich Adjustment UnpaidiClaim ClaimsiAdjustment
PremiumsiwerelEarnediand Premiums Claim ClaimiAdjustment Percent ExpenselPayments Percent Claims Adjustment Expenselincurred Percent
Claimsiwerellncurred Earned Payments ExpenselPayments (Col.13/2) (Col.120+03) (Col.15/1) Unpaid Expenses (Col.150+170+18) (Col.09/1)
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satementasotDecenterst 20040t BLUEICROSSBLUESHIELDIOFIMICHIGAN

UNDERWRITINGIANDIINVESTMENTIEXHIBIT
PARTI2CIIDEVELOPMENTIOFIPAIDIANDIINCURREDICLAIMS

(

00010mitted)

SECTIONIAIIPAIDIHEALTHICLAIMSIIFEDERALIEMPLOYEES/HEALTHIBENEFITSIPLANIPREMIUM

CumulativeINetlAmounts(Paid

YeartiniWhichiLosses 1 5
Werellncurred 2000 2004

L PTIOT ettt ettt et e s Rae e s A s AR e At e s s sttt e b et e see b saen st ssessessentnsan | stetieseesaestens et stes s st beessenten s 12,950 | coveeeeeeeeeeeeeeeeeeeeesieseeereereeneeses D10 [ (242)

2. 103,207 | cooeeeeeereereeeerereeeseseereerseseeeneen 19,599 | i 370

3L 2007 e bbb bbbttt s bbb s st ns st ensesentsssessnsensensnennens | sneseesensessesessnses KKK renreriersnsesintenensens | seersnsenessssessenessnsessesessssessnens ] 113807 | ertriteiieseseses s saenas 15,084

B, 2002ttt sttt es s sasseessestensensssnsssssessansnsnsennssnsnsnsnstessins | seessessessensenssensens s KKK urrenetensensensnsenssnes | sevsensensensenssensensss KKK rrrstessesseesesnsnnaes | seeseeseeseessesseeseessesaes s aen s 121,219

LT 0 TP SNSRI 0.0, ISR USUSRRUUUSRITND 0. 0. GOSN DURSRURRRRRTTND 0, 0 GO RS USROS 1< 1o X 5 7.4 B IO 27,982
B. 2004 ettt ettt ettt et ene st sttt asee sttt sees ettt ensensanssessessansantanssnsensansnssssnssansnsansnssessentee | srsersessersanssessessess KK urrrensensnsnsnsnnsns | srersenssnssssressssenss RO ursemnsansennensensnssnes | eensersessnsnrssansenes XK errnsarsensansesssensansas | avsensessensrssssonsens KX Kurersansnnsansessessensns | eersessessessosssessansansansansssesnsnssans 169,482

SECTIONIBIIINCURREDIHEALTHICLAIMSIIIFEDERALIEMPLOYEESIHEALTHIBENEFITSIPLANIPREMIUM
SumiofiCumulativelNetlAmountiPaidlandiClaimiLiabilitylandiReservelOutstandinglatiEndiofiYear
YearliniWhichiLosses 1 2 3 4 5
Werellncurred 2000 2001 2002 2003 2004
R 1o OO OSSO 13,637 | oo LY T (< R DU
700U USRI 123,433 | oot A L N 9071 | et I
3. 2007 ettt ettt e s s st bee Rt en st bttt e s ettt e s st st enssessentensentnsnnes | arsensaeseesaesseeseesen D0 O SO OO 133,707 | oo 20,067 | oo K 189
B, 2002.....eceeeeeeeeeeeeee et ee ettt a et AR R e R SRS s ARt sR et s e st Rt s see st en s teessensantensansnnens | stesseeseeseestensanseens D00 G [N D0 O SO U J 210 T U 28,344 [ oo 3,813
B 2003ttt e R e A st bR Rt en st s st et et st se s ssestenssessentensnsnsnnes | ersenseseesaesseeseesen D00 G IS D00 GO [T XXX ooeeeeieeeesereesen | ceeeeieeses e senes 168,194 [ ovoeeeeeeeee e 30,044
B 2004.....eoeeeeeeee ettt e e s ettt s et AR s s s st et tsess e s st e R e s R st et et tene s s st et eessnssnsesenssessastenssessentensntnsanas | arserssssessssseesassenn D, 0 Y [ 00,0 S [ D00 Y [ D0 S [ 202,777
SECTIONICININCURREDIYEARIHEALTHICLAIMIANDICLAIMIADJUSTMENTIEXPENSEIRATIONIFEDERALIEMPLOYEESIHEALTHIBENEFITSIPLANIPREMIUM
1 2 3 4 5 6 7 8 9 10
ClaimiandiClaim TotallClaimsland
YearsliniWhich Adjustment UnpaidiClaim ClaimsiAdjustment
PremiumsiwerelEarnediand Premiums Claim ClaimiAdjustment Percent ExpenselPayments Percent Claims Adjustment Expenselincurred Percent
Claimsiwerellncurred Earned Payments ExpenselPayments (Col.13/2) (Col.120+03) (Col.15/1) Unpaid Expenses (Col.150+170+18) (Col.09/1)

1. 2000....cccieeeeeeeeeeeeieerenees | eeveseseaeeseeseesseneeeas 128,216 | ovocvereereveerereninns (K7 (0 959 | e (01 A O 133,659 [ oo T04.2 [ oo eeeeeeeestesieseenans | erveeseseesssssessessssssessssssnsassans | stessessessessessessessennes 133,659 | oo 104.2
2. 2007 e | et nneees 147,666 | ..oovveveereevrrrerenenns 133,952 | oo Lo I (01 A 134,920 [ .oooveeeeereereeeeeeeeiens Lo ) 2 I 134,942 | oo 91.4
3. 2002 | v naees 151,194 | oo 150,340 | oo 0 (01 A 151,426 [ oo L0 L U T 151,883 | oo 100.5
4. 2003 enrenes | s 194,126 | .ooovveeereeeereerenenn 163,605 [ .vooveeeerrcerreerereeeies I E 7 (01 A 164,787 | oo L 3,240 | oo 359 | e 168,386 | ...ovvevererrrereereeresnrnians 86.7
5. 2004 | erersreesisne s enesneees 220,761 | .o, 169,482 | .o I (A 170,707 [ oo 773 | KEIL L 3,691 [ 207,694 | .o 94.1




satenentasofecerterst 2004oire. BLUEICROSSIBLUEISHIELD OF MICHIGAN

U&TEX.Pt.2CSn/APaidClaims Medicare
NONE

U&TEX.[Pt.2CSnBllncurredClaimsMedicare
NONE

U&TEX.Pt.2CSnC(Expense/Ratio[Medicare
NONE

U&TEX.[Pt.2CSn/APaidClaims Medicaid
NONE

U&TEX.[Pt.2CSnB/lncurredClaimsMedicaid
NONE

UETEX.[Pt.2CSn(C Expense[Ratio[Medicaid
NONE

12.XV,12.XI
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satementasotDecenterst 20040t BLUEICROSSBLUESHIELDIOFIMICHIGAN

UNDERWRITINGIANDIINVESTMENTIEXHIBIT
PARTI2CIIDEVELOPMENTIOFIPAIDIANDIINCURREDICLAIMS

(000IOmitted)
SECTIONIAIIIPAIDIHEALTHICLAIMSIIIOTHER

YearliniWhichiLosses
Werellncurred

CumulativeINetlAmounts(Paid

[

SECTIONIBIIIINCURREDIHEALTHICLAIMSIIIOTHER

YearlinlWhichiLosses
Werellncurred

SumiofiCumulativelNetlAmountiPaidlandiClaimiLiabilitylandiReservelOutstandinglatiEndiofiYear

SECTIONICIIINCURREDIYEARIHEALTHICLAIMIANDICLAIMIADJUSTMENTIEXPENSEIRATIOIIOTHER

1 2 3 4 5 6 7 8 9 10
ClaimiandiClaim TotallClaimsland
YearsliniWhich Adjustment UnpaidiClaim ClaimsiAdjustment
PremiumsiwerelEarnediand Premiums Claim ClaimiAdjustment Percent ExpenselPayments Percent Claims Adjustment Expenselincurred Percent
Claimsiwerellncurred Earned Payments ExpenselPayments (Col.13/2) (Col.120+03) (Col.15/1) Unpaid Expenses (Col.150+170+18) (Col.09/1)

936,227

942,991

14,986

............................. 942,991

.............................. 2,562.1
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satementasotDecenterst 20040t BLUEICROSSBLUESHIELDIOFIMICHIGAN

UNDERWRITINGIANDIINVESTMENTIEXHIBIT
PARTI2DIAGGREGATEIRESERVEIFORIACCIDENTIANDIHEALTHICONTRACTSIONLY

1 2 3 4 5 6 7 8 9 10 11 12
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health Xviil XIX Stop Disability LongiTerm
Total andiMedical) Supplement Only Only BenefitiPlan Medicare Medicaid Loss Income Care Other
POLICYIRESERVE
1. UnearnedipremiumIrESEIVES. .........cuuuueermerermerssersseesseresesssssessnessns | savessseeeen 239,743,545 |......... 210,763,591 |............ 24,633,546 |.............. 3,651,379 | .. 895,029 | ...vveurirreenreeineniees | e [ seereesen st | soreseesiess st | sesess st eestaessne | sreseess st esssensns | seessseneeess e esssenes
2. AdditionallpolicyIreSErVESI(@).........cvurverrrrrerirreererereseeseesesessessesissnass | cvesveesenes 162,500,000 |............ 39,500,000 |.......... 123,000,000 | .ovieivcreiciieieiieieieieies | et | ereres s sneietens | ereseresesisissssessesessnins | sretesesissiesessesessssssetes | sressssssesesssiesssssetesans | neeereressssssesissesesesisets | teresssiesetessstessssnetesens | eseereresssissessssesesesnaes
3. Reservelforifuturelcontingentibenefits..........coooereereenrermeeneeneeneireiinen | coereireeseese e 0 | ererrerrereierneieieeenes | reeesseesessensesestesienes | sesestessssessssessssesnees | eetsesessesestntsesestesss | sesessestestesssestessastastne | estesssstssessantstnseste | stessessestestessiestessastans | sessestessestaestestestestantns | sesetessesessentesestessans | netsessestessentsessestantenis | steseetet et sestees
4. Reservelforiratelcreditsiorlexperiencelratingirefunds
(includingr$.......... 0)forlinvestmentiincome.........cc.oveveerieereernneinns | ceveereenns 189,086,557 |.......... 185,939,555 | ..ovoveviviereeniees | e 2,346,528 |.....ccovernns 800,474 | ..oeeeieerisieiniens [ vt isissneinies | eevsiessssssessessssnesess | sressiesesssessesssenesies | sesessssessesnsissesesssene | sosessesssesnnsesessnens | sressesesssesesesnsesns
5. AggregateiwritelinsIforiotheripoliCYIrESEIVES. ........c.rreururereereereereirns | reeseessessesssessessesenens [ [ (O [ [ [ [ (O [ [ [ [ {0 P 0
8. TOtAISI(GIOSS)....vverererurrerscirerirersserrsresseesseere s snsessssensaas | seseessnens 591,330,102 |.......... 436,203,146 |.......... 147,633,546 ...t 5,997,907 | .cccovvrns 1,495,503 | ..o (U (U RN (O T (U O (U TR (U N 0
7. ReinSUranCelCeded.........comiiinimerierineriesiesieniesiesieseseniseninns [ sersssessesssssnesssesssnes 0 [ | ernernnseniseenssssnienes | oonnsnsenesensssnnsnsenenes | senenssenssnesnsssenssessnness | sesssessenssenssnenssnssnssens | ienssesssesssnessenssenssessns | aninesssesssnsssenssesssnssnnes | ootesenssensnsessnesensensene | ceensensonsesnesenssnnsenees | sessnsssnsssnnensssnsesenians | ceesssnnsensssnsssnessnsesnees
8.  Totalsl(net)i(Pagel3,ILiNEM).........ovurererirernreesmmrsserssenessnsssnessnnes | esseesesnes 591,330,102 |.......... 436,203,146 |.......... 147,633,546 | 5,997,907 | ..o 1,495,503 | ..o, (O P [OOSR (O R (O R 0 [ (O PR 0
CLAIMIRESERVE
9. Presentivalueloflamountsinotiyetidueloniclaims.
10.  Reservelforifuturelcontingentlbenefits..........c.cocvverrereerneencereereineenens
11.  AggregatelwritelinsIforlotherlClaimIreSEIVES. .........ocvveevereeeeiiieens [ ererieieeiereressienned {0 (] (L [0 R {0 (] (L [0 {0 () R (L 0
12, TOAISI(GrOSS) . veuveeeenrereerrereeeeeeseiseesseessssessesesssessesssssessessesssessessessanes | neeessessssssssssesessessens (0 (01 S (0 S (VI (01 (01 S (0 S (0 (01 (01 S (0 S 0
13, ReinSUranCelCeded...........o.vvuiiiiiiiiiiinieisesessieeesniisnis | e 0 [ | e | oo | s | sessssesne s ssesnesens | e | aniiesssnsssnssenssesssnssenes | cenesenssensnsessnesnseniene | seensnns s ens e | snssensiense s sniians | censsense s sniinees
14, TotalsI(Net)i(Pagel3,ILINEIT)........coverveererrerrerereeneerrereieeseesseeseeseesens | ereeresseeseesseeesessessens (O (O (O] (V] [ (O [ (O (O[] (V] [ (O [ (O (O[] 0
DETAILSIOFIWRITEIINS
0507, cooreereeereeeeseeeesees et s st | eenseest e nens s 0 [ eeeeerrrernreernennneesns [ eeerreesnnesissessnnsnnenes | reeeesesssssnnssssssnes | sesesssseesssssssnnsssnssne | sesseessessssnsssnsssessn | sressseesssessesssnsstenes | ssseesssesssensssnsssnessans | sessnessseessanessasssnsstns | seesssessssesssesssssssaness | sresssessseesssanssasssnns | sessesssesssssnessnsssesenas
0502, .oovvieeirrieerires ettt | eeni st 0 [ et [ e | e | s | s | st | s | s | st | et | cesiees s
0503, oooeereereer et ettt | eenseest s 0 [ eeeeerrrernreernennneesns [ eeerreesnnesissessnnsnnenes | reeeesesssssnnssssssnes | sesesssseesssssssnnsssnssne | sesseessessssnsssnsssessn | sressseesssessesssnsstenes | ssseesssesssensssnsssnessans | sessnessseessanessasssnsstns | seesssessssesssesssssssaness | sresssessseesssanssasssnns | sessesssesssssnessnsssesenas
0598. SummarylofiremainingiwritelinsiforiLinelSifromioverflowlpage......... [ coeeverrvreirreerreenenad (0 (0 {1 R (0 TN (0 N (01 {1 N (0 N (0 O (01 {01 0
0599. Totalsl(Linesi05010thrui05030plusi0598)I(LiNeISIabove). ...cceverrerrens | cermereniisirsressisinneead [ [0 [0 (O I (] I [ [0 [0 P (L P (] P (U1 I 0
T10T. ettt | ettt 0 [ oot [ e | s | st | sesssene st | s estenes | srieees st nesies | sesiessi sttt ennis | seesss sttt nens | sttt | et
T02. ottt | ceeten ettt naes 0 [ e | e | v | e sesensnies | neressessesssesessssnsesnnes | retesesnetesessessssenesnns | sesessstessetessessesssesene | seressssessesessessessstesens | sressessesesesnsenstessesanies | nesessesessesessesnssesesnnns | oetessesnesesesesssanseses
1103, ettt | ettt 0 [ e [ e | st | st | sttt | st nes | sreess st nesies | sesiesss sttt ennis | seessi sttt | ettt | creiees et
1198. SummaryiofiremainingiwritelinsiforiLinel1 1ifromioverflowlpage....... | «wvreeeerreereernennes (0 [0 {1 R (0 (0 (0 {1 R (0 (0 (0 {01 T 0
1199. Totalsl(Lines]11010thrul11030plusi1198)i(Linel1108DOVE)........rvveces [eeriirniiesiiiesssieieens (I R (I O [0 R O R (O R (O [0 RO O O (I O (O R [0 0
(@) Includes.......... Olpremiumideficiencylreserve.




Saerentesotscenterat2icire. BLUE[CROSSBLUE 'SHIELDOF MICHIGAN
UNDERWRITINGIANDIINVESTMENTIEXHIBIT

PARTI3IIANALYSISIOFIEXPENSES
1

2 3 4 5
Cost OtherIClaim General
Containment Adjustment Administrative Investment
Expenses Expenses Expenses Expenses Total

1. Renti($.....28,353,113iforloccupancyloflownibUilding)...........ccceveerureeeereeermneeemnneessnsnens | cverssneeees 3,707,657 | .ovveenee 6,573,971 | .......... 20,766,454 |......ccoocoennee 36,484 | .......... 31,084,566
2. Salaries,lwagesiandiotheribenefits............cccceeicicinieieeeeee s | cveriens 61,654,105 | ........ 123,401,491 | ........ 328,119,172 | e 566,472 | ........ 513,741,240
3. Commissions](lessl$.......... Olcedediplus$.......... 00ASSUMEQ).......cvvrcrrereieieeiseieeienienes | vrrerieiseresiessssesisnesens | eeresssseessssesssssssenes | coevenns 177,460,608 | ...ooovevevveerererceererenn | e 177,460,608
4. LegallfeeSIAaNAIEXPENSES.........c.cvveevirieereseseseisessssessessssessessssesse s sesssssesssssssesssssssessnssnses | essesessssessessssessessnses | svsesessesesisssssesssssssens | soevessessesins 876,543 | ..o | e 876,543
5. CertificationsIandlacCreditationIfEs...........ccuuruurierircurrireirierireniesiennesiensiesiesseniesseens | crenenmiesencmmesiesnenies [ rernesenennsssesnnssenss | crnesmesenemmesenemmessnes | sresnessnessnssesnssenss | e 0
6.  Auditing,lactuariallandlotherlconSUItiNGUSEIVICES...........c.vveevrieeevereeereeeee e | eveereeias 1,260,580 | ......co....... 156,017 | .......... 19,385,119 [ .o | e 20,801,716
7. TraveliNGIEXPENSES. .......ccccveveiveieereiisiie ittt ees e esas st s sessessesessessesnns | cvevsssnsas 1,291,755 | ... 594,444 | ............ 8,543,390 |..coevverrirennes 14,773 | .......... 10,444,362
8. MarketinglandladVErtiSING..........cccovuevieeeieeesieceseiete et sesesssssses s s | srsvsesssssssessessssessesnns | veveesiesesesessssesessnses | eeveressnns 6,108,903 |...oovvvererercrereeeens | v 6,108,903
9. Postage,lexpressianditelephone. ..........cccocevevcereeieie e ssssesssssssnnns | cveveeeienns 1,405,869 | .......... 12,296,016 | .......... 10,749,209 |...cooovvvveereenee 1,883 | .......... 24,452 977
10.  PrintinglandloffiCEISUPPIIES........cvevrvecreeeeerieeteetestes e ssse s ssssessssesanns | evvesissenes 1,180,791 | ........... 2,568,116 | ............ 3,527,590 | ..covrrrererranns 4445 | ... 7,280,942
11.  Occupancy,ldepreciationlandlamortization..............ccveeeecvrrereiesreessessesssesssseseseees | evevenrenns 1,617,375 | ... 3,436,456 | ............ 2,050,117 | .o 17,007 | oo 7,120,955
12, EQUIDPMENE. ...ttt s sns sttt ste st estesss s st snsessnssesenss | eevessessssessnes KECY TN IR U 22,656 | ..cvovrrrernrereiieeeienes e 58,329
13.  CostloridepreciationloflEDPlequipmentlandiSOftware............c.cocvevevverrcrierrerssierierisennns | evvevianes 1,084,247 | ............ 2195118 | ......... 38,745,495 | ..o 34814 | .......... 42,059,674
14.  OutsourcediserviceslincludinglEDP,claims,1andiotheriServiCes. ........couurinerrernsrerenens | voereeenne 39,463,814 | .......... 72,924,872 | .......... 47,560,167 |..covvvrrrrennas 64,495 | ........ 160,013,348
15.  Boards,lbureausiandiassOCiationIfEes. .........coucvurruueerirremmeeieriseeeeserssneeesssssesesesessenes | cerneeeesesenns 239,774 | .o 33,079 | oo 5,425,497 | .o 2,850 | ..oooeuee. 5,701,200
16.  Insurance,lexceptionirealleState. ........ccviurvereiereicice et | e 15,768 | oo, 509 [ oo 1,784,508 | ...oovvvveeeeeeeereeen | e 1,800,785
17.  CollectionlandibankISErVICEIChAIGES..........cc..cuviveieeereierie et ssss s ssesssnes | evsesssesesinssessesssessess | sveesinsssssessssssessesieses | eevensssssessesan 6,076 | .ooovvvennd 680,095 | ..ooevve. 686,171
18.  GrouplservicelandiadminiStrationIfEes..........coceveieiicreiieiceeirie e ssssnies | corevsessssesiessssessssesens | seevessesesssssssesssssenns | serveseens 91,890,686 |.....coovvvervecreerceices | e 91,890,686
19.  Reimbursementsibyluninsurediaccidentlandihealthlplans.............ccceveeeieemeeneeneirninnes | veeveenns (67,914,786)| ....... (135,328,274)| ....... (446,151,940) [ ...covvvrreeeereerrrnernens | e (649,395,000)
20. ReimbursementsfromifisCallinterMedianies............ccuuwurerrrrirrrininineerneeernneeens [ | v [ | s | e 0
21, REAIIESIAEIEXDENSES. ... .uvereeeree i isesse st eestssssssssssessesssssssssnsssssssssessesssssssssssanss | ssessssssessesssssssssmssessns | sessessssssnssmssessassnssess | sesessmssssssnsssssasssesnsss | rnssmsssssssssessessenssnsns | sesseneessessassanssnsan 0
22, REAIIESIAIEIAXES. ......cvvererriecircrieeieriiet ettt nnenies | e enines | st | s | s | e 0
23. Taxeslicensesland(fees:

23.100StatelandllocalliNSUrANCEIAXES. ........c.ucurrrerrrerrersrersessseesesenissessseesssesssssesssenenes | seessemessessssssssenessnnes | coevsnmeessnsessnessnnessens | onmermsesesesssessssessnes | cosesessessmesssnesssneses | srmssssesssmnsssnesssnn 0

23, 201StateIPrEMIUMIEAXES. ......vvevvervrersersesssssssessesses s ssesssssssssssesses s ssssssssesssessessesssssnsss | sssssssssessesssssessmssesses | sessesssessessmsssssesssesons | svsesssssssssmssssssssiessesss | oessessssssssessessenssssies | sessessiessssssssssonsans 0

23.3RegulatorylauthorityllicenSeSIANAIEES. .........ccvrvevrrisieiesere et esinees | eresiesseesiesissesissessens | sesresesssessesssessessenes | cevererssenns 858,596 |...ccoerererrererereiereen | e 858,596

23 ATIPAYIONIAXES. ....cvooevercrierceserieesss s ssessess st sss st ssssssnsessssens | esessnenes 3,894,257 | oo 8,305,688 | ......... 16,449,610 |..ccovvvvrrnenns 35858 | .......... 28,685,413

23.500thert(excludinglfederallincomelandirealleStateitaXes)........c.ccvererererirersrisreries [ eoverveiesesiesesinssesees [ ceresiesesinsnssessesiens | cresieesssssssssesiens | ey | siesessissssssssssinses 0
24.  InvestmentlexpensesInotiinCIUdedIBISEWNETE............ccieiiiieeeeeereie e [ erveinereeeensieenes | e [ osesesssessessssesseseses | seresissesssnssesssnsesins | serssnsesssssesenenn 0
25.  AggregatelwritelinSIfOMIEXPENSES. ....cc.cvvveveerereirereieissessssssse st ssssssses s sesesssssssssessesnns | sresssssssessnsessessssases (10 TN (1N TN 0 i (01N IR 0
26. Totallexpenseslincurredl(LiNESITIOI25)..........cvrrreereeemmerererereessseeeensssessssessssesssessssnnnes | veesens 48,936,879 | ......... 97,157,503 | ........ 334,178,456 | ............ 1,459,176 | (a)....481,732,014
27. LesslexpensesiunpaidiDecemberi31,ICUrTENtIYEAr...........cocvevreurevererereeeiereresissesssssiess [ cervereresseeeseesiees | cevevnns 62,994,853 | ........ 115,419,724 | ... | e 178,414,577
28.  AddiexpensesiunpaidiDecemberi31,IpHOMYEAT..........c.ccevvveverereeieiereeisereeiesessessesssessens | evveieseseeeesesesenes | cevevenns 55,467,674 | ........ 113,184,303 | ..coovevereeeeeeeeeenes | e 168,651,977
29.  Amountsireceivablelrelatingitoluninsurediaccidentiandihealthiplans,ipriorlyear.............. [ cevecvereieeceeieeeeens | cevereiaee 3,795,235 | ........... 9,807,757 | oo | v 13,602,992
30. Amountsireceivablelrelatingitoluninsurediaccidentiandihealthiplans,icurrentiyear.......... [ oo | o, 31,645239 | .......... 69,457,761 | .o | e, 101,103,000
31. Totallexpensesipaidi(Linesi26iminusi27plusi28Iminusi290pIusi30)..........c.vvverveerrreereeres fevennens 48,936,879 |........ 117,480,328 |........ 391,593,039 |............ 1,459,176 |........ 559,469,422

DETAILSIOFIWRITEIINS

2501, st nnntes | feestenst s st [ crnern et | cesreress st enssennes | seeseness e nssenennes | sereeees e 0
2502, sttt | frestesst e nensens [ et | cesrerest s | seer et | sere s 0
2503, sttt | reniennt et ssens [ ettt | crtrerest s | seer et | sereeees s 0
2598. SummarylofiremainingiwritelinsiforiLinel250fromIOVErfOWIDAGE. ..........ovvrvrmrverrererereirenes | ceverreeierssissssnseens (U1 O (U1 O (U1 O (U1 O 0
2599. TOTALSI(Linesi25010thrui25030plusi2598)I(LIN€I25I8D0OVE)...........cvevereereerercrsrererisrenne | covevnrieesssereceerensenes (1 [ 1 (1N [ I 0
(@) Includesimanagementifeesiofi$.....8,242,6901tolaffiliateslandd$.....36,889,109tolnonlaffiliates.
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susmentasciecanters zicire. BLUEICROSS BLUE [SHIELD (OF MICHIGAN
EXHIBITIOFINETIINVESTMENTIINCOME

1 2

Collected Earned

DuringlYear DuringlYear
1. U.S.IGOVEIMMENTIDONGAS. .....oocvvicveieieciieiiie ettt ettt s bbb bbbttt st () FS 24,449,899 | ..o 27,312,515
1.1 BondslexemptifromiU.S.[tax ) ISR
1.2 OtherTbondSI(UNAIALEA).........civiieieeieicisee et snse s s nsessnsessensenes | (@)nees .71,831,656
1.3 BONASIOMAMIIAIES. ... veoceerereiecercireiretere ettt essenssensessentestenssentenss | (@) eseesesanssasssssaseessnssesssesnssnenees
2.1 PreferredistockSI(UNAITIIALEA). . ... ..o rvurirreeririeie ettt st ssessesssessessessessenssessessensnsnssens | (D) eeens
211 PreferredistockSIOMaffliAtes. ..........vererurrrerieieieeee ettt ettt ess st ensnssessensensnennnens | (D) erees
2.2 CommMONIStOCKSI(UNGFTAIEA). .. ...veeeecerereree ettt sttt ettt ssenens | eene ...2,660,613
2.21  COMMONISLOCKSIOMAMIALES. .......coevviecececiecteect ettt ettt et ettt e et s s st st e s s e astesaetates s ssessessesessnsnsnsssansnses | svensssstasessesssssansssssssessnsnsnsenensnaans | avens ..1,010,330
3. MOMGAGEIIOANS. ......ceuveeeeeieeere it s ceseteess et ettt s s s st eess st s s s snssnstantsnsnsnnssessnssessessessensnnssessessessanssesss | (C)eereerseseesessessessassasssnssessessansnes | oesseesessessnessessessessasssessessassansnenn
L Y 112121 (=TRSOl (¢ ) I 28,353,113
B COMTACHIOANS. ...ttt sttt b st s et s e bt sttt se st s s st s e bnsnnaans | eviniestesentestes s et st es e ses s saesnsenaens | stesetesae st en st s et s st e s bnes
6. Cash,lcashlequivalentsiandishortitermiinvestments... ...3,506,523 ..4,029,523
7. DeriVatiVEIINSIIUMENES. ..ottt s s st st bessssnsessnsesesessnsssesensesessssssesessnsessns | ([)eressssesessssesessssssesessesessssssssesenses | sessesessssssessssesesessssssessnsesessssnsesenes
8.  Otherlinvestediassets.........ccveeerenenn. N ..449,000 | ..... 449,000
9. AggregatelwritelinSIforliNVESIMENTIINCOME...........cc.rveriirecieieieeie ettt s st st ess s essentens | snsssssssssssessssssesssssassanssas 894,446 | ..o 894,446
10.  TotallgrosslinVeSIMENIIINCOME. ..........ceiiiiteiitiecteiete ettt sttt ettt s e s b seb b ea s s b easeseaes s sns et ensetesesnsstenensenensnsnseressnsenans | srens ...131,336,608 | ..... 136,541,196
11.  Investmentiexpenses 1,423,318
12.  Investmentitaxes,licensesiandifees,lexcludingifederallinCOMEIAXES. ...........ccvevevrrrisieeiee ettt se s sssssses s s sssssssssssssssessesnssssessssessesenes | (O)orens 35,858
13, INEEIESHIEXDENSE. ...ttt ettt sttt s st ntesnsensnsensessnsenensesnnsessesensensensesenses | (D)) oereesennnseenns et aes
14. Depreciationlonlreallestatelandliotheriinvestediassets.... 11,712,292
15, AggregatelwritelinsiforideductionsfromIiNVESIMENTINCOME. .........civerieieiriiceieie ettt s ettt ee b se st s st s e s st s s s ensesans | fetsstessessnssssansessnsansensesntansesntan 0
16, TotalldeductionSI(LINESITTINIOUGNITS)........cevreviieieiieitis ettt ettt s s s bbbt b st bbb sttt n s s n s sse s s sessesnnns | tessebsssassessessnsansesntas 13,171,468
17.  Netlinvestmentlincomel(Lin€IT0IMINUSILINEITE)...........c..evivveveieiesserieesssseieessse st s s st bse s sse s ses st b s s st s s b sse st et s s s st s b s ssans s b nsessntntessnns | bessssessessesssssnsessnsnns 123,369,728
0901
0902.
0903.
0998. SummarylofiremainingiwritelinsIforiLinglOUfromMIOVEMIOWIDAGE. .........cvrveevceercreeeeeeie ettt st ess s sssassssssenes | srsesssssssesinssssessesssessnsessessassseans 0 | o 0
0999. Totalsl(Linesi09011thrul0903pIUSINI98)I(LINEITTAN0OVE)..........cvuereirirecrririsiteiieisriereeseeaes s bessesissssasssssssssssssesssssnsessnssssessssssssssensessns | seressessssesssssssssssssessssnesas 894,446 | ..ocooveveeian, 894,446
1501.
1502.
1503.
1598.
1599. Totalsl(Lines11501thrui15030plusi1598)i(Linel15labove)
(a)lIncludesTs.....376,254laccruallofidiscountilesss.....4,502,190Jamortizationloflpremiumiandllesst$..... 15,641,051 0paidIforlaccruediinterestionipurchases.
(bYlIncludesTs.......... Oraccruallofidiscountilesss.......... Olamortizationloflpremiumiandllessl$.......... Otpaidiforfaccruedidividendsionlpurchases.
(c)includest$.......... Ofaccruallofidiscountilessls.......... Olamortizationlofipremiumlandllessi$.......... (Opaidiforfaccruediinterestionipurchases.
(d)lIncludests.....28,353,113foricompany'sloccupancylofiitslownibuildings;landiexcludes($.......... QOlinterestionlencumbrances.
(e)iincludesTs.....1,309,9841accruallofidiscountilessi$.....7,153,8300amortizationloflpremiumiandilessi$.....627,607paidiforlaccruediinterestionipurchases.
(Hoincludests.......... Ofaccruallofidiscountilessls.......... Olamortizationlofipremium.
(9)lIncludes$.....1,472,059Minvestmentlexpensesiandl.......... Olinvestmentitaxes,licenseslandifees,lexcludingifederallincomeltaxes,lattributableltolSegregatedlandiSeparatelAccounts.
(h)iincludes?s.......... Olinterestionisurplusinotesiandrs.......... Olinterestionicapitalinotes.
()lIncludest$.....11,712,2921depreciationlonireallestatelandi$.......... Oudepreciationlonlotherlinvestediassets.

EXHIBITIOFICAPITALIGAINSI(LOSSES)
1 2

3 4
Realized
Gainl(Loss) Other Increases
onlSales Realized (Decreases)lby
oriMaturity Adjustments Adjustment Total
1. U.S.Igovernmentlbonds............cceveeveeurerreeereesiesiesisseseesssesisseesens | evresessssessessessssesinnas 5,207,208 | ....ovoviieeeiiercieriiseessieesiseieies | crisesssesensses s | sresssesessses st 5,207,208
1.1 BONASIEXEMPUTOMIULS.IAX. ..cvucvereeririerreeiseiieiseeeseisssssssissssesses | eesessessssssnsssssssssesessssssssssssssessns | reesessessesssessssssssesssssessessassassnes | sesssssessessonssnssessessassanssessessassansse | fessesssssssmssassssnssssssnssssssesseses 0
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NOTESITOIFINANCIALISTATEMENTS

1.0 SUMMARY OFSIGNIFICANTIACCOUNTINGIPOLICIES
A. AccountingPractices

InfaccordancewithiMichigan[Public/Act350(0f(1980(andamended by Act(59.0f(2003, the(financial
statements of BlueCross(Blue [Shield(of Michigan (BCBSMior(the“Company”)(arepresentedon(the basisof
accounting/practices(prescribedorpermittedbytheMichigan/Officeof(FinanciallandlInsurance(Services
(“OFI1S”).1PrioritolAct(59, BCBSMwasrequiredtolpreparefinancialstatementsinfaccordancewith
Generally[Accepted/Accounting(Principles((GAAP).[IThelfinallyear(ofireportingfinancial[statementsionia
GAAPbasiswas(2003.[IThel(prioriyear(financial datalcontained(inthisfilinglisireportedionlalGAAP basisand
hasnotibeen(restated. TAs/described(below, alllannualstatementsfiled 'withitheMichigan OFIS[beginninglin
2004 willibeprepared(using(Statutory/Accounting[Principles (SAP).

TheMichigan[OFISrecognizes(onlystatutorylaccountingpracticesiprescribediorpermitted by the(statelof
Michigan(foridetermining(and(reportingthe financial(conditionand results(of ([0perations[of(anlinsurance
company.[[TheMichiganlOFIShasadoptedtheNationallAssociation(of Insurance [Commissioners’
AccountingPracticesand[Procedures(NAICSAP)(as(thebasis(forlits(statutorylaccounting(practices.The
accompanying(financial statementshave lbeenpreparedlin(¢onformity with@ccounting(practices(prescribed
orpermittedbytheMichigan[OFIS.

ThelCommissioner(ofithe MichiganOFIShaslthelrightto/permitiotherispecific/practicesthatimayldeviate
fromiprescribed(practices.[lInfaccordancewith[Act59, the[Company,inlagreementiwiththeMichigan(OFIS,
adopted(athreelyeariplaniallowingitransition(ofiitsreporting[fromlaccounting (principlesgenerallylaccepted
inlthe Wnited States/of[Americal(“GAAP”)tostatutorylaccounting(practices((“SAP”). lImplementation ofithe
transitioniplanibeganiwiththe(statutoryfilingforithe firstiquarterof(2004. TAll[statutoryrequirements under
theltransition(plan(willlbe(fullyladopted(bylandphased(inbyJanuary1,2007.

Thelessentiallelements ofithefransition(plan,assetforthlin[State(OrderNo.[04073M(arelas(follows:

1. Bonds—ThelCompanywillireportany(security(purchased(onorbefore[December31,20030na[GAAP
basislandanynew(securities[purchasedafterDecember31,2003Wwillbelreportedlinaccordancewith
SAP.[Approximately33% ofthe Company’sportfolio/willlbe valuedonalSAP basis afteriyear1,66%
afterlyear(2(andthe(entire balance afterlyear!3.

AsoflDecember31,2004,$1.7 billionofthe $1.8billionof bondsheldatDecember31,2003havebeen
disposediof,representing(a92% ! churnirate/duringthefirst'year(ofitransition.

2. Investmentiinsubsidiaries—TheCompanywillluselthelcurrentlequityimethodlandfollow SAPIinvaluing
thesubsidiaries. The(Companywilllhave threelyearsitolrecordthelstatutorylimpactitolsurplus(for
investment(in subsidiaries based onthe following percentages: [1Stiyear25%, 2Nd year50% and 3rd
year(75%.

Infaccordancewith[SSAPNo.68, the[Company(reportslitsiinvestmentslinisubsidiaries(inclusiveofrelated
goodwillibalances. lincludedlinithe(Company’sicommonstock(balancearelthelinvestmentslinBlueCare
Network, ThelAccident[FundInsurance Companyof [AmericalandDenteMax.TAs0f[December(31,12004
the breakdownbetween(goodwilllandlinvestments(insubsidiarieslis[shownonthefollowing[page.

December(31,2004
StatementValue

Common(8tockInvestmentsiin(Subsidiaries:

InvestmentinBCN* $ 240,102,250
Investmentin[AFICA 510,815,750
AFICAgoodwill 59,975,100
Investmentlin(DenteMax 11,781,000
DenteMax goodwill 1,241,100
Amountlincludedlinfcommon(stock $ 823,915,200
Summary:

Investment(in(Subsidiaries $ 762,699,000
Goodwill 61,216,200

Totalllnvestmentlin(Subsidiaries [(incl[Goodwill) $ 823,915,200

*lIncludesinvestmentsinMBCN, BCMI, [MalpracticeTrustlandStoploss [Trust

Asof(December(31,[2004the[Company’s goodwilllbalances were(fullyladmissible basedionthe(calculationsetforth
inthetransition plan.IThegoodwill limitation/calculatedbasedonthe(transition planiwas($327.6 millionandthe
Company’slactualgoodwill balance was/$61.2million, resultinglin(afullyladmitted [asset.
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Thelinvestmentbalancesishowniabove forithe(Company’siinvestmentsliniinsurance SCAlentities,[BCN[and[AFICA,
arelreported/basedonitheunderlying/statutoryequity (of theselentities/adjusted by thephaselin(percentagelallowed
under(thetransitioniplan.

A B C D A=+D
GAAP [Equity SAPEquity 100%[Adjustment 25%(Transition[Phaselln Statement(Value
Investmentin(BCN 245,700,000 223,309,000 (22,391,000) (5,597,750) 240,102,250
Investmentin[AFICA* 522,290,000 476,393,000 (45,897,000) (11,474,250) 510,815,750

*[Excludes goodwill

3. Goodwill—TheCompanyiwilllapply[SAP(guidelines. However, beginninglJanuary(1,2004,the
percentage(of(surpluslimitation will be as follows: [1Stiyear(16%, 2Ndiyear14% and3rdiyear(12%.

4. Regulatoryasset—The Companywill non admit'the balancebased onthe followingpercentages: 115t
year(25%, 2Ndiyear50%and3'diyear75%.

5. Furniture,lequipmentandiautomobiles—TheCompanywilllnonladmitbalanceslinfaccordancewith
SSAPINo.19, FurniturelandlEquipment;lLeaseholdimprovementsiPaid by the [Reporting Entity as
Lessee;[DepreciationiofiProperty andlAmortization(of Leaseholdlimprovementsand(SSAPNo.[20,
NonadmittediAssets.

6. Retireelhealthobligation—TheCompanywilldiscontinuereportinglaniobligationforinonivested
employees.[Thelstatutorylimpactwill bereportedlinthefirstlyear.

7. Retiree/pensioniasset—TheCompanywilllnonfadmitithebalancebasedonthefollowingminimum
percentages:T1Stiyear25%, 2Ndyear50%and3"diyear75%.

8. Prepaidiexpensesiandotherassets(The Companywilllnonladmitibalanceslinlaccordance with[SAP.

Alreconciliation(ofthe [Company’snetlincomeland¢apitalland(surplusbetween GAAP [andpractices
prescribedand(permittedbytheStatelof(Michiganlis[shownbelow((inthousands):
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BCBSM
Decemberi31,12004 Transition[SAP Fulll(SAP
GAAP netlincome,Decemberi31,2004 $ 422,402 $ 422,402
Add[(Deduct) GAAP to[Statutory differences
Salelleasebackladjustments 33,658 33,658
Affiliates'leéarnings [shownlunder¢hangelin/unrealized(¢apital (gain(line (155,008) (155,008)
Deferredtax(creditsnot(allowedfor(SAP (62,240) (62,240)
Statutorynetlincome, [December(31,:2004 $ 238,812 $ 238,812
GAAP surplus, December(31,2004 $ 2,302,274 $2,302,274
AddiSalelleasebackadjustments 40,461 40,461
Less:Salellleasebackdeferredtax[asset (8,092) (8,092)
Less[Goodwilllamortization (6,802) (6,802)
Add(Deduct)bondladjustmentnet of tax (14,804) (31,450)

Add(Deduct)[Assets(orliabilities (not[@admittedas(setforthlinthe
Transitionplan

Accruedretrospectivepremiums (9,307) (9,307)
Investmentlin(subsidiaries (17,072) (68,288)
Regulatoryasset
Furniture, fixtures(andrautomobiles (12,473) (12,473)
Retireelhealthobligation 123,364 123,364
Retireepension(asset (26,724) (106,895)
Nonladmitted portion(ofladvances tfo[providers (39,629) (39,629)
Deferred(tax[assetnonladmitted (30,689) (30,689)
Electronicldatalprocessingequipmentiandisoftware (48,654) (48,654)
Health(carelreceivables (2,799) (2,799)
Prepaidlandiotheriassets (1,732) (1,732)
Miscellaneous receivables (3,615) (3,615)
Total[SAP[adjustments (58,567) (206,600)
Statutory(surplus, December(31,12004 $ 2,243,707 $2,095,674

B. UseloflEstimates(inithePreparationiofithe [Financial(Statements

Thelpreparation(ofifinancialstatements, lin[conformity with[SAP, requiresmanagementtoimakelestimates
andlassumptions(that/affectlthe reported[@amounts(ofiassetsandlliabilities. [talsorequires(disclosurelof
contingentlassets(andlliabilities[atthe(dateloflthefinanciallstatements, andthe [feported @amountsof
revenuelandexpenses(duringthe period. Actualresultscoulddifferfromithoselestimates.

C.[AccountingPolicy

1. Shortitermiinvestmentsarelrecorded atlamortized(cost, whichapproximatesimarketivalue,andlinclude
commercial paper,(certificates[of([deposits, @and(otherreadilyimarketablelinvestmentswithlinitial
maturitiesllessithan(onelyear.

2. Bondsinotibackedibyotherlloans(are(statedatiamortized(costiusingithelinterestimethodexceptifor
thosebonds(thatwerepurchasedon(orbeforeDecember(31,[2003, which(are(statedatimarketvalue.

3. Commonistocksiarestatedat/NAIC marketvalue.
4. PreferredStocksFINOTAPPLICABLE
Mortgagelloansionreallestate - INOT/APPLICABLE

Loan(backed(securities(are(stated(at/eitheramortized(cost orthe lowerof @amortized(cost(orfairvalue.
Premiumsiand(discountsioniloan'backed/bondsand structuredisecurities/arelamortized using/the
retrospective methodbased(on(anticipatedprepayments atithe(datelof [purchase. Prepayment
assumptionslarelobtainedfrom(brokeridealerisurveylvaluesloriinternallestimates.(Changeslinlestimated
cash(flowsfromitheloriginal(purchaseslassumptionsiarelaccountedforusingtheretrospective method.

Investmentlinisubsidiarieslandigoodwill[[The [Companywill use(the[currentlequityimethodandfollow[SAPIin
valuingthelsubsidiaries. IThe Companywilllhavethreelyearsiolrecordthe(statutorylimpacttosurplus

forlinvestmentlin'subsidiaries based on the(following (percentages: 1Stiyear25%, 2Ndyear50%, 3rd
year(75%.1The/Companywill followSAPguidelinesforigoodwilllusing the followingpercentagelof

surplusllimitation:1Stiyear16%, 2Ndyear14%,3rdiyear12%.

Investmentsiin(jointiventures,partnershipsiandilimitediliability([companies The[Companyhasminor
ownershiplinterestslinipartnerships/orilimitediliabilitylcompanies. Thelcompanyicarriesthelinvestmentlin
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A

partnershipbasediontheunderlyinglaudited[GAAP lequityofthepartnership.
Derivatives - INOTIAPPLICABLE

Alliability for(premium(deficiencylosses(is fecognized whenlitlis[probablethatexpected(claimlosses(and
allocableladministrativelexpenses willlexceedfuturelpremiumsion(existing(healthlandothericontracts
withoutlconsiderationlof(investmentlincome.[Forpurposes(of premiumideficiencyllosses,contracts(are
groupedliniaimanner(consistentiwithithe[Company’simethodoflacquiring, [Servicinglandmeasuringthe
profitabilitylof(suchicontracts.[Oncelestablished, [premiumideficiencylosseslarelamortizedoverthe
periodithatthe(contractlislinfalossposition.[The(Company(didmotconsiderinvestmentiincomelasla
factorlinithe premium deficiency calculation.

Thelliabilityforlincurredbutunpaidandiunreportedimedicallandihospital(¢claimslisfaccruedinithe [period
duringwhichitheservicesareprovided,andlincludes(actuariallestimatesiofservicesperformedwhich
havenotbeenireportedibyproviderstol BCBSM.[ISuchlestimates(are(based(on(historicalclaims
experiencemodifiedforicurrent/trendsiandichangeslinibenefitsprovided.Revisionslinactuarial
estimateslarereportediinitheperiodiiniwhichitheylarise

RealEstate +[Reallpropertyoccupiedbythe[Companylisistated(aticostandlis[depreciated(usingthe
straightlline(method(over(estimated(usefulllivesranging from(30to(40lyearsforbuildings.

Long(lLived/Assets(llLong(lived(assetsheldlandusedbythe[Company arereviewedforlimpairmentbased
onimarketfactorsland operationalconsiderations wheneverleventslorichangeslinl¢circumstances
indicate(that(the(carryinglamountoflan(assetmaynotbelrecoverable.

5. ArealRated(Groups=ThelCompany’sratingformulaforiarealrated(groups(issubjectiofegulationbythe
Michigan!OFIS. The!(difference betweenicosts/andrevenues(foriarealratedgroups areiconsidered
regulatorylassets(oriliabilities(because(theyare,lover(time,(eitherreturnedtothegroups/oricollected
fromithemiviafuturelrateladjustments.Aregulatoryiassetlis(carriedlon(thebalancelsheet/tolthelextent
the[Company(considerslitprobablethatthe rating formulaforifutureyearswilllbelsufficienttorecover

thelasset. The[Companywill non[admitithe balancebasedon the(followingpercentages:11Stiyear25%,

2ndiyear50% and(3rdiyear(75%. 1Asof December31,2004, the regulatory @assetbalance, netiof
impairments, wasfully(collected.

6. PremiumandiFeeRevenues(liPremiums,whichigenerallylarebilledlinfadvance, arelrecognizedias
revenuelduringtherespective(periods(oficoverage.Premiumsiapplicableltoltheuinexpirediportion of
coveragelarelreported(asiunearnedirevenue. Feelrevenueprimarily(consists(of administrative fees for
services/providedunderfadministrativelservice/contracts (“ASC”),lincludingimanagementof medical
services,¢laimsprocessingandlaccess(tolproviderinetworks. WnderlASClarrangements, selffunded
groupsiretainithefullrisklof[paying(¢laims.[AmountsiduefromASCIgroups arelequalfothelamounts
requiredfopay(c¢laimslandadministrative fees./Administrative feesarelearned(as(services/are
performed/andlare(calculatedbased/onthe (numberiofimembersiinlalgroup(orithelgroup’siclaim
experience.[Sincebenefitiexpensesfor/ASClarrangementsiare (notithe (fesponsibility(ofithe[Company,
claims(paidbythe[Companylandithelcorrespondingreimbursementioficlaims/plusladministrative fees
are(nettedlin(thefinancial statements./Administrative feelrevenuerelated to/ASCarrangements|is
includedlinloperating@xpenses.

Accounting(Changes/and(Corrections(of Errors

Underthelprovisions(of(Act(59, the[Companyilisrequireditfolprepare statutoryfinancialstatementslin
accordancewith[SAP prescribedlor permitted by OFIS.[Priortothelenactmentiof thenewlaw, the[Company
wasrequired(to/preparelits(statutorystatementsiinfaccordance with [ GAAP.

ThelCompanyand OFISihavelagreeditolalthreelyear(plan(that/willlallowthe(Companytoltransitionlits
statutoryreportingfrom GAAP 1o SAPin[amondisruptivemanner.Implementationofithe fransitioniplan
began(withthelstatutoryffilingforithefirstiquarterof(2004.

Accountinglchangesladoptedtolcomplywiththe (OFIS[approvediransitioniplaniare reported(as/changeslin
accountingprinciples. Thelcumulativeeffectiofichangeslinaccountingprinciples(isreportedasian
adjustmentiounassignedfundslinithelperiodiof thechangelinaccountingprinciple.[Theadoptionofthe
newlaccountingprinciple hadtheeffectof(decreasing Uinassigned(surplus@atJanuary1,2004, reported(as(a
change(oflaccountingprinciple, 0f$20,974,763. [The lcumulative effectis the difference between the
amountloficapitalland(surplusiatiJanuary(1,12004,[andthelamount(of(capitallandisurplusithat wouldhave
beenlreportediatithat/datelif the mewlaccountingiprinciples'hadbeenlappliedretroactivelyforiallprior
periods.

BusinessCombinations =INOTAPPLICABLE

DiscontinuedOperations +INOTIAPPLICABLE

253



satenentasofecerterst 2004oire. BLUEICROSSIBLUEISHIELD OF MICHIGAN

NOTESITOIFINANCIALISTATEMENTS

5. Investments
AlmMortgagelLoans +INOTAPPLICABLE
BIIIIIDebt/Restructuring +-INOT/APPLICABLE
ClmrReverse Mortgages = INOT/APPLICABLE
DmiLoanBackedSecurities(TMLoanbacked(securitieslarestatedlatleitherramortized costlorithe lower(of
amortized(costiorfairivalue.[Premiumsiandidiscountsion(loanibackedbonds(and(structuredisecuritieslare
amortizedusingthelretrospectivelmethodibasedion(anticipated(prepaymentsiatithe(date(of(purchase.
Prepaymentiassumptionsiarelobtainedfrombroker(dealersurveyvaluesioriinternaliestimates.(Changes(in
estimated(cash(flowsfromtheloriginal(purchaseslassumptionslarelaccounted(foruisingthe [fetrospective
method.

[IIIITE MrTRepurchaselAgreements +INOTIAPPLICABLE

(IIIITF MTReal ([Estate - INOTIAPPLICABLE

6. JointVentures,PartnershipsiandlLimitediLiabilityfCompanies

A. ThelCompanyhas/nolinvestments(in’partnershipsorilimitediabilityifcompaniesthatiexceed10/percentoflits
admittedlassets.

B. ThelCompanydidnotirecognizelanylimpairmentiforlitsiinvestmentslinipartnerships(oriimitedliability
companiesiduring thelstatementperiod.

7. Investmentiincome
A. Investmentincomelduelandaccruedwithi@amountsithatareover90dayspastduewillbemonadmitted.
NolinvestmentlincomeduelandaccruedwasnonladmittedatMecember31,2004.

8. Derivativellnstruments -INOTIAPPLICABLE

9. IncomelTaxes

A.Thecomponentsiofithe netideferredtaxiassetsiatiDecemberi31iarelasfollows[(2003(is[GAAP basis):

2004 2003
Totallof(alligross [deferredtax [@ssets (admittedand nonadmitted) $ 138,969 $ 105,434
Totalloffalllgross[deferredliabilities (60,055) (81,983)
Net deferreditax asset " 78,914 © 23,451
DeferreditaxassetmonadmittediinfaccordancewithiSSAPMNo.10 (30,689) 0
Net@admitted(deferredtax(asset $ 48,225 $ 23,451
(Increase)(decreaselinimonadmittediasset (30,689)
B.UnrecognizedDeferredTaxLiabilities+[Not/Applicable
C.[Currentlincome [taxesincurred(at(December(31consist(ofthefollowing:
2004 2003
Federallincome taxon(éarnings [other(than(netcapitallgains  $ 120,895 $ 59,071
Federallincomefax/oninet/capitalgains 9,243 3,256
’ 130,138 " 62,327
Amountslincurredirelatingfolpriorlyears 6,888 5,996
Totalfedrallincome taxesincurred $ 137,026 $ 68,323

Themainicomponents(ofitheldeferreditaxiamountsiatiDecember(31iarelasifollows:
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2004 2003
Deferredtax assets:
Amounts [accruedforpostretirementbenefits $ 70,508 $ 62,649
Amountsaccrued(forlpremiumIdeficiency 32,500 7,000
Discountlofclaimreserves 15,588 11,970
Amountsaccruedifolgroups 3,803 7,414
Accrued(expensesandbadldebts 16,570 16,401
Totalldeferredfaxassets 138,969 105,434
Nonadmitted(deferred tax assets (30,689) 0
Admitted(deferredtax [assets 108,280 105,434
Deferred(tax liabilities:
Unrealized(¢apital/gains(onlinvestments 6,499 12,240
Ratelrecovery fromarearated/groups N 22,784
Amounts [prepaidforipensionbenefits 20,473 21,356
Depreciation,[@amortizationandother 33,083 25,603
Totaldeferredtax iabilities 60,055 81,983
Netladmitted(deferreditax assets $ 48,225 § 23,451

D.[Thelactual effective tax(rate differsifrom(thelexpected [ AMT (rate of(20(percentprimarily due(tothetaximpact
recognizedionthetax/adjustmentsiattributable to(prioriyears.

E.TAt[December(31,2004,the[Company(doesnothavelanyunusedoperatinglosscarryforwards(available to offset
againstfuturetaxablelincome.

F.[ThelCompanyandiitsitaxable[subsidiaries(file alconsolidated federallincometaxreturn.[Further,the[Company
hastax(sharinglagreementswithlits taxablesubsidiaries[foprovidethatleachtaxable[subsidiarylisresponsibleforlits
ownl(federalltaxliability.

10.

11.

12.

InformationConcerning/Parent,[Subsidiariesiand(Affiliates

TheCompanylisiincorporatediasianonprofiticorporationunderitheprovisions/of(Public/Act350((“P.A.[350”)(of
the State/of(Michigan.Hospital,[medicaliand/otherlhealthbenefitsare provided undericontractswith
subscribers. ThelCompanylowns[100%(of(Blue CareNetwork(of(Michigan[(“BCNM”),a'healthimaintenance
organization(("HMO”)(subsidiarythatprovideshealth(care[servicestolsubscribersiand(contracts with (various
physicianigroups, hospitals/andiotherihealth(carelprovidersitolprovidesuchiservices. ThelCompanylalsolowns
100% of/Accident/FundilinsuranceCompanyof/Americal(“Accident/Fund”),[alprovideriof workers’[compensation
insurance,and(DenteMax, [providersof(network(services.

BCBSMIc¢onductsbusinessiiransactionswithlitsiwhollylowned(subsidiariesonlalroutinebasis.[The [Company
willlusethecurrentlequity(methodandfollow[SAPIinvaluingthe(subsidiaries. [The Companywilllhave three
years(torecordthelstatutorylimpactitosurplusforinvestmentlinsubsidiariesbasedonthefollowing

percentages:1Stiyear25%, 2Ndiyear50%, 3rdiyear75%.

At/December(31,12004, BCBSM had(receivablesfrom(subsidiaries amounting(to($17,224,736. Beginninglin
2004, BCNbecamelpartiofithe BCBSMhospital settlementiprocess. [As related io(thatprocess, [BCN’sportion
oflunderpayments(duefohospitals orioverpaymentirecoveriesfromhospitalswill beaccruedtolor paid by
BCBSMias(applicable.lincluded inBCBSM’slinter’company(payable of($14,795,558 aresettlementsiowedto
BCN0f$4,527,000@sof Decemberi31,2004.

Debt+=NOTIAPPLICABLE

RetirementPlans, Deferred[Compensation,[PostiemploymentiBenefitsiand(Compensated/Absencesland(Other
Postretirement Benefit[Plans

A. DefinedBenefitiPlan
Substantially(alllemployeeswholmeet(certainrequirements(oflagelandlengthlof(servicearelcovered by the

Corporation’sidefined benefitretirementlincome plans. [Benefits(paidtoretireesarebasedonlageat
retirement, lyears(of ¢credited [Servicelandhighestimonthlylaveragelearningsover60(consecutivelmonths.
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Underthe[Company’slamendediretirementiaccountiplan,eachparticipantihasianiaccountbalanceltowhich
interestlandiearningsicreditsiare/added. Interestiwillbe ¢reditediquarterly basedlonthelpriorlAugust
onelyear(Treasurybillrate.[/Annuallearnings(credits0f(6% to[10% arecreditedtfoparticipants’account
balances/oniamonthlybasisiandimonthly2%annualtransitioncreditsiaremadethrough2008.[Employees
canlelectiolreceivelthellumplsumivaluelofitheirivested(accountbalancelorimonthly(payments atretirement
orltermination.

TheCompanylalso(provides(certain(health(care(andselectedotherbenefitstolalllemployeeslandtheir
dependents.[Representediandnonrepresentedemployeesiwholhavelatlleasttenyears(ofiservicelafteriage
45/andlretire(from activelemploymentioriwhobecomeldisabled’andimeeticertainbenefitiandservice
requirements(areleligible.Thisbenefitlis[subjectitorevisioniatitheldiscretionof the BoardofDirectors(for
nonrepresentedemployeesiandiforirepresentediemployees,(subjectito/collectivelbargaininglagreements.
Theseplansiaremoncontributoryplans.

Alsummary oflassets,obligationsiandiassumptionsiofithepensionandiotheripostretirementbenefitiplansiat
planimeasurement/date/of(September(30,[2004 and/asrecorded(atDecember(31,2004[and 2003 areas
follows((dollars/in'thousands):

1) Changelinbenefitiobligation((2003(isI GAAP basis)

PensionBenefits PostretirementBenefits
2004 2003 2004 2003

Benefits obligation—beginning of year $ 745439 $ 662,691 $ 251330 $ 330,171

Service dost 28,564 24,735 23,631 23,547
Interest(cost 42,921 42,929 19,493 22,449
Amendments N O O (15,434)
Actuariallloss 13,710 57,042 61,181 51,734
BenefitsDaid (48.827) (36.411) (12.957) (12,391)
Benefits [dbligation—end/ofTyear $ 781.807 $ 750986 $ 342,678 $ 400076

2) Changelinlplaniassets

PensionBenefits PostretirementBenefits

2004 2003 2004 2003
Fair(value(ofplan(assets—beginning
Toflyear $ 690,373 $ 600,704 $ 0s$ O
Actualreturn/on[plan(dssets 91,349 116,994 L [
Employer contribution 0 7,830 O 0
Benefits [paid (49.112) (35.1595) 0 0
Fair(value 0f plan(dssets—end[of[year § 732,610 $ 690373 3 S 0
3) Fundedistatus

PensionBenefits Postretirement Benefits

2004 2003 2004 2003
Unamortizedprior[service [Gost $ (1,336) $ 9671 $ 19,035
Unrecognizedmet/(loss) [gain 33,962 (171,884) (122,358)  (105,050)
Remaining[tiet(dbligation(or [(net
Masset)(dtlinitial[date [0f @pplication (80,172)  (111,099) 229,990 314,061
(Prepaidmonladmittedlassets)@ccrued
[Miabilities (26,724) 0 O O

4) Benefitiobligationforinonvestedlemployees

PensionBenefits PostretirementBenefits
2004 2003 2004 2003

Benefit(dbligationformonvested @mployees $ 16,213 § 34,332 $ 146,802 $ 148,746

5) Components(ofinetiperiodicbenefiticost
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PensionBenefits Postretirement Benefits
2004 2003 2004 2003

Service [Gost $ 28,564 $ 24735 $ 23630 § 23547
Interest(cost 42,921 42,929 19,493 22,449
Expectedreturn(onplaniassets (68,004) (71,555) N N
Amortization of inrecognized
[[fransition[dbligation or
(fransition(dsset 40,640 563 2,617 0
Amortization[oftinrecognized l
[prior(service[costs N 770 O (1,177)
Amortization[0fltinrecognized O
[Met((jgain) [or loss L] 183 O 2,849
Totalmet(periodic (benefit/cost $ 44,121 $ (2,375 $ 45740 $ 47,668

6) Minimumpensionliabilityladjustmenti=Not/Applicable

7) Weightedlaveragelassumptions(as(of(December(31:

PensionBenefits PostretirementBenefits
2004 2003 2004 2003
[MDiscountrate 5.90% 6.00% 5.85% 6.00%
Rateofldompensation
[Mihcrease 4.75% 4.26%
[Expected long [term/rate0f
Mreturn dn(planfassets 9.00% 9.50%

Fori2005,thelexpectedilongtermrateof return/onfassets willlbe9.00%.

For2004 measurementipurposes, thehealth(care frendrateoncoveredpostretirementbenefitslislassumed
tolbe0.50% for2005, ratably/downgradingto(5.00% by 2011andalllyearsthereafter.

8) ThelCompanylhasianiunfundedipostretirementihealthcarelplan.Certainirevisionstotheimonrepresented
employees’postretirementbenefitsotherthanpensionsitookeffectlJanuary1,[2004.[Nonrepresented
employeesiretiringafterlDecember(31,[2004 mayIsharelinthe(costoftheir(health(care [premiums(and
havelhigherideductiblesiand(copaymentsidependingonitheireligibility(status(atiDecember(31,12004.
Additionally,nonrepresentedemployees(hired(on(oriafteriJanuary1,2004[are(requiredfohave15years
of(servicelafterlage45itoibe eligibleforretireehealthicarebenefitsiandiselected(otherbenefits.

9) Assumedhealthicarelcost/irendrateshavelalsignificantleffectlonthel@amountsireportedforithehealth
careplans.[TAlonelpercentagelpointichangelinfassumed health(carelcost/trendiratesiwouldhavethe
followingeffects((inthousands):

1/Percentage(Point 1/PercentagePoint
Increase Decrease
Effectlon(totallof[Service [andlinterest(cost
TGomponents $7.504 $6,003
Effectlon[postretirement (benefitlobligation 35,924 29,531

B. DefinedContributionPlan

Substantiallylalllemployees(ofithe[Companywhohave(attainedthelagelof(21lyearsandhavelcompleted
threemonths(oficontinuous(servicelmaylelectto participatelinlonelofitwolemployeelsavings(plans,which
arelqualifiedunderiSection401(k)of theInternall[Revenue[Code.[Fornonrepresentedemployees, the
Companymatches50% [of lemployeecontributionsupto10% (of bilweeklyladjusted W 2 wagesfor
employees with/oneyearloficontinuous/service. Priorito’2004, thelmatchiwas(7%. Forlrepresented
employeeswithiatlleastionelyearloficontinuous’service, the 50% matchlis[10% for2004 ‘andthereafter.
For2003, thematch(percentagewas9%. The Company’sicontribution(onaconsolidated basiswas($14.1
millionand$11.2millionfor2004 [and 2003, respectively. /At December31,2004, the fairvalue(of the [plan
assetsiwas($490.7 imillion.

C. MultitemployerPlans=INOT'APPLICABLE
D. Consolidated/Holding[Company([Plans +INOTAPPLICABLE

E. PostlemploymentBenefitsiand[Compensated/Absences=INOTAPPLICABLE
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2. CapitallandSurplus,'Shareholders’DividendRestrictions/andQuasi'Reorganizations.

(1) Wnderithelprovisionsiof(PubliclActiNo.59(0f(2003[(*Act59”)of the [State[of(Michigan,the[Companymust
maintainfadequate(subscriberreservesitolcomplywith'Section403of theMichigan(insurance Code, Which
requires/authorizedlinsurersitolbe(safe,reliableandentitledtopubliciconfidence. As(aresult, the[Companylis
requiredtofile(with[OFIS,onlanlannualibasis, litsrisk[basedcapital (“RBC”) ¢alculationbasedonthe National
AssociationofInsurancelCommissioners(“NAIC”)imodel.[Act59requires the[CompanytomaintainfalRBCiratio
oflatlleast200% (butnottolexceed1,000% (of[Subscriberireserves. ThelCompanylislinicompliance withthe[RBC
requirement(as(ofthelendlofreporting(period.

(2) BCBSMihasnolpreferredistock outstanding.

(3) Under(thelprovisions(ofTheNonprofittHealth(Care[Corporation(Act0f(1980, the[Companylisideemed(a
charitablelandbenevolentlinstitutionwhoselprimarypurposelis topromotelthedistribution(of health(care(services
for(alliresidencelof(the(state(of(Michigan.As(such,the[Companyhasnolinvestors oricontributed(capital.[[The
unimpaired(surplusbelongsitoitheresidentsiofithe statelof(Michigan.

(4) Dividendpaymentirestriction =INOT APPLICABLE

(5) Surplus(Restriction+=INOTIAPPLICABLE

(6) Theltotallamountiofladvances/tolsurplusinotirepaid +=INOTIAPPLICABLE

(7) Thelamountiofistockheldby(BCBSMiforispecial purposes=INOTIAPPLICABLE

(8) Specialsurplusifundsichanges =INOTIAPPLICABLE

(9) Thelportionlofiunassignedifunds((surplus)representediorireducedbyleachlitembelow

(infthousands)

a.[lUnrealized(gainsandllosses $ 121,953
b.INonadmittedassetvalues $ (48,352)
c.TProvisionforreinsurance $ O

(10) Surplusidebentures(ofisimilariobligations =INOTAPPLICABLE

(11) Impactioflanyrestatementiduetolquasifeorganization =INOTAPPLICABLE

(12) Effectiveldatesloflalliquasilreorganizationslinltheprior10lyears=INOTIAPPLICABLE
2. Contingencies

A. ContingentiCommitments=INOTIAPPLICABLE

B. Assessments=INOT/APPLICABLE

C. GainContingencies+INOTIAPPLICABLE

D. AllOtherContingencies

ThelCompanyhasbeenlincludediasialdefendantlinitwolpotentialinationaliclassactionlawsuitsfiledlagainstthe
BluelCrossBlue[ShieldAssociationlandiseveral Blue[Cross[Blue [Shieldplans, allegingunfairpricing (of (medical
claimsforlaimultiplelyeariperiod.Due fothecostiofidefenselinprotracted!litigation, the[Companylisworking
jointlyiwiththeotheridefendantsitoldeveloplcommon(defense strategies.Asbothllawsuits arelinithelearly
stages/ofidevelopment,itlisinotiyet/possible to/makelanlassessmentiregardingitheprobability/oflanadverse
outcome, norianestimatelofithepotential rangelofiloss, lifany. The[Company(believeslitihas/meritorious
defenseslagainstibothllawsuits'andlintends(to/defendthelactionsivigorously.

Infaddition, the[Corporationlisithedefendantiinimumerousiotherilawsuitsarisinglinithenormalicourse(of
businessiprimarilyrelatedfolsubscriberbenefitsiandproviderireimbursementiissuesisuchlaslincentive
paymentsandparticipationlarrangements.Whilethe(ultimate(outcomelcannotbe(determinediatithisitime,itlis
theopinionofimanagementlandoutsidecounsel, thatithe (outcomelofisuchlawsuits will nothaveamaterial
adverseeffectionthe[Corporation’siconsolidatedfinancialposition(oriresultsof(operations.

Undertheltermsiofiselfifundedadministrativeservicelcontracts (withlits[customers, the [Companylis [Subjectiio
audits(ofi¢laimsprocessed bythe[Companylaswell[asthoseprocessedbylitsirelatedparticipatingplansiin
other(states.Suchauditslencompassthelaccuracyoficlaimspaymentsimadeonbehalfiof (customersiandthe
administrative (@xpenses(charged(iothelcustomer.The Companyrecords/an(estimated amountforithe
resolutionoficustomeridisputes.Settlementsiofisuchidisputesiare notiexpectedfohaveaimaterial effectionthe
Corporation’siconsolidated(financialposition(oriresults(of (0perations.
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3. Leases

TheCompany(enterediintolalsalelandileasebacklagreementwithiRBSLombard((Lombard)onSeptember(25,
2003.Underthetransaction, the[CompanyisoldLombardsubstantially @allloflitsilcomputerihardwareland
softwarelatalnetbookvalue oflapproximately$101 millionlandsubsequently leased(the [assetsback. INo(gain
orllossiwasl(recorded/onithisitransaction.

Alsecondisaleand(leasebackiransactionwasenteredlintolonNovember(25,2003 underwhichthe[Company
soldLombard($53.2(million ofiwork(inprocess/capitalizedsoftware. INogain or(loss'wasrecordedonthis
transaction.

Thelinitiallleaselterms are(fivelyears,landmonthlyleasepayments(arebased(on(altenlyearlamortizationperiod
withlaballoonpaymentatthelendof fiveyears.Inlieuof(paymentiof thebalancelatitheendoflyearfive,the
Company(willlhave(the(optionitolenterlintolanotherlease(forlaniadditionalfivelyears.

As/partiofithefinancinglagreement, the[Company/isrequiredto/maintainialletterioficredit tolcollateralize the
transaction.IThelcurrentlletterioficreditlis with[ComericaBank.Theamountofitheletteroficreditlislequalio 50
percentiofithefinancedlamountiofithe(saleleasebackiransaction.Thefermofithelletterofcreditlis forlone
yearlandwill renewannually

Thelsalelleaseback/transaction'has/beenlaccountedforiunder’$SAPNo.[22, whichrequires/a’salelof
equipmentithatlislaccompaniedibylalleasebackofallloripartiofithelequipmentbelaccountedforiasianioperating
lease.TherentlexpenselincurredithroughDecember31,2004 relatedfothelsale leasebackiransactionswas
$31.9million

Futureminimumleaselpaymentslas(of(December(31,2004 lin[connectionwith(the(salelleaseback fransactions
arelas(follows:

4. InformationfAbout[Financialinstrumentswith/Offi(Balance SheetRisklandFinancialinstrumentsWith
Concentrationsof Credit[Riski=INOTIAPPLICABLE

5. Sale,Transferland Servicinglof [Financial[Assetsand(Extinguishments ofiliabilities +INOTIAPLICABLE

6. GainlorlLossltoltheReporting [Entity fromWUninsured[A&H[PlansanditheWUninsuredPortion (of (Partially
Insured(Plans

A. ASO[Plans=INOT/APPLICABLE

ASCPlans(ThelgainfromoperationsfromASCuninsuredplansandthe uninsuredportion(ofpartiallyinsurediplans
(ASCiplansiwithistop(loss[coverage)lasiof[December, 31,2004 @relasfollows((inthousands):

ASCPlans ASCPlans

without(stoploss with(stoploss Total
Gross feimbursementforimedicallcostlincurred $ 2,797,028 $ 3,928,762 $ 6,725,790
Grossadministrative(feesaccrued 223,886 425,509 649,395
Subsidy [transfer (1,172) (49,249) (50,421)
Gross/(expenseslincurred((claimsandadministrative) 3,011,956 4,249,832 7,261,788
Totalmet[gainfromoperations $ 7,786 $ 55,190 $ 62,976
Insured ASC Total
Premiumfeesand(reimbursements $ 5518401 $ 7,375185 $ 12,893,586
Claims(Incurred 4,741,767 6,725,790 11,467,557
Premium(deficiency¢charge 127,500 127,500
Administrative[Expenses 593,670 535,998 1,129,668
TotalOperating[Expenses 5,462,937 7,261,788 12,724,725
Senior(Cost Transfer 50,421 (50,421) 0
Underwriting(Gain/(Loss) 105,885 62,976 168,861
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B. Medicare(orSimilarly(Structured(CostBasedReimbursementContract =INOTIAPPLICABLE

7. DirectPremiumWritten/Producedby(Managing(GenerallAgents/Third[Party[Administrators = NOT
APPLICABLE

8. September11Events =INOTIAPPLICABLE
9. Otheritems
Extraordinaryltems=INOTIAPPLICABLE

TroubledDebtRestructuring+=INOTIAPPLICABLE

o o >

Other[Disclosures:

Blue(Cross/Blue[Shield[Association[("BCBSA")[Deposit [1As[partofiits BCBSAlicenselrequirements, the
Companylisirequiredtolmaintainia’custodial(banklaccounttolassurelthe(paymentioficlaimsiinitheleventiofithe
Company’slinsolvency.IThelaccountbalancelis(¢alculatedasapercentage ofithe[Company’sunpaid(claim
liability[and[consists [primarily [of (marketablesecurities. [Thefunds(inithelaccountarelincludedlinthe[Company’s
investment(portfolio. IThe Companyhasthelability toltradelandltransferisecuritieswithinthelaccountias(longlas
balancelinlthelaccountlis(at/orlabovelthelrequiredminimum.[The(requiredbalanceforthe period(April1,[2004
through(March(31,12005(is/$117.5million. TAt December(31,2004, thebalancelin this/custodiallaccount'was
$136.6million.

Thelinvestmentlin PPOMwas sold to[KRG[Capital Partners(on(July(30,12004 for approximately $200million
resultinglinlai$24 million(afteritax/gain to[BCBSM.

D. UncollectiblelAssetsionWninsured(plans=INOTAPPLICABLE

E. NoncashiTransactions(=INOTIAPPLICABLE

F. Business/nterruptioninsuranceRecoveries +INOTIAPPLICABLE

10. Events(Subsequent=[INONE

11. Reinsurance = NOTIAPPLICABLE

12. Retrospectively(RatedContractsiand(Contracts(Subject to[Redetermination
A.MAliabilitylis’establishedforiexperience rated(groupcontracts/asiaresult/of favorable (experiencebased/onian
actuariallestimateoflunderwriting(gainswhich(willlbe [feturned(to(groups, eitherlas¢ashrefunds orfuturelrate
reductions. [Underlterms(ofimostiofitheexperience fated(group c¢ontracts, fecovery,lif any, oflunderwritingllosses
throughfuturelratelincreaseslisnotrecognizeduntil received. TThe off(balancesheetreceivables arisingfrom
underwriting(losses forexperience rated/groups/are $64,622,800(and$103,839,242 as/of [ December(31,2004 [and
2003, respectively.

B.[INet/premiums writtensubject toretrospectivelrating featuresiwere $3.694 million, whichirepresents 67 % (of total
net(premiumswritten.

13. Changelinlincurred(Losses(andlLoss[AdjustmentExpenses [

Thislestimatelis(basedUponhistorical claimsexperiencemodifiedforcurrentfrendsandchangeslinbenefit
coverage,whichicouldvaryasithelclaimslareultimately(settled. [Processingexpenselrelatedtolclaimslis(accrued
basedion(anestimateloflexpenses/tolprocess/such(claims.[Revisions(inactuariallestimates(arelreportedlinthe
period(in'which(they!arise.

26.[Mnter[companyPooling’/Arrangements(+NOTIAPPLICABLE

27 .[IStructurediSettlements - NOTIAPPLICABLE

28.[MHealth[CareReceivables =The Company’sihealth/care(receivables(areliniconformity with TS SAP84.
29.[IParticipatingPolicies = INOTAPPLICABLE

30.[MPremiumDeficiencyReserves

Alliability (for(premium(deficiencylosses is[fecognized whenlitlis[probablethatexpected claimlosses[and(allocable
administrative expenses(willlexceed future(premiumsionexistinglhealthiandiothericontractswithouticonsideration(of
investmentlincome.Foripurposesiofipremiumideficiencyllosses, contracts(are/groupediinfaimannericonsistentwith

the[Company’simethod(oflacquiring,(servicingiand/measuringtheprofitability(of [Such(contracts. Thelanticipated
losseslarelreportedlasbenefitsiprovided. Oncelestablished, (premium(deficiencylosseslare amortized (overithe
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periodthatthecontractlislinfallossposition. Premium(deficiencyreservesiconsist/of thefollowingat'December(31:

2004 2003
MIChild $ 115 $35.0
Individual 28.0 0.0
Medicare[Complementary 123.0 0.0
Total "$1625 "$350

31.Anticipated(Salvageland(Subrogation/Anticipatedsalvage andsubrogationlislincluded(asareductionfolclaims
unpaid(as(reportedonlline1, page3as(follows.

2004 2003

1997[Accident Year O O
1998(AccidentYear 0 368
1999(AccidentYear 379 1,139
2000[Accident Year 738 4,149
2001[Accidenti(Year 4,329 20,855
2002[AccidentYear 24,921 154,073
2003[AccidentYear 207,044 1,136,547
2004(Accident(Year 3,424,814
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IISUMMARYIINVESTMENTISCHEDULE

Gross AdmittediAssetslasiReported
InvestmentiHoldings inithelAnnualiStatement
InvestmentiCategories Amj)unt Percezntage Amgunt Perc:ntage
1. Bonds:
1.1 U SIHrEASUNYISECUIHES. ... vvvveceeserescrissrisressecieesse sttt ssnsnnssesssssssnens | sesesned 624,461,170 | .coovevvenne 16.1 | 624,461,170 | ..ovvvennee. 16.2
1.2 U.S.lgovernmentiagencylandicorporatelobligationsl(excludingimortgagelbackedisecurities):
1.21 IssuedibylU.S.IgovernMENtIAgENCIES. ..........ceueireviiieeiereis et sse b sss s s s s s sssessns s bessnnaes | ernvenes 981,400,595 | ....ccoevuv 254 (... 981,400,595 |...ccovvvuve 255
1.22 IssuedibylU.S.IgovernmentispoNSOreAIAgENCIES...........cvvreevrirerireresseressessesessesssesss s ssssssssssssesssssssessnss | sevsssssessssnssessssissesens | vevessnssesienns 0.0 [ [ e, 0.0
1.3 Foreignigovernmenti(includingiCanada,lexcludingimortgagelbackediSECUNtIES)...........covvererereiereerererrerereeiens | e, 400,000 [ ..cooverrrrnnee (U0 I 400,000 | ...cccoernean 0.0
1.4 Securitieslissuedibylstates, territorieslandipossessionslandipoliticalisubdivisionslinithelU.S.:
1.41 States,[territorieslandipossessionsigenerallobligations............c.coerrerrrenirerrisresssssseesesnsesssssssessesssssses | sessnsssssssssmsssssesssessees | cesseseessesnns 0.0 [ [ e, 0.0
1.42 Politicallsubdivisionslofistates,territoriesi&lpossessionsi&lpoliticalisubdivisionsigeneraliobligations........ [ c...c.ecveeververeveereens | cevvevreiennnn. 0.0 [ [ e, 0.0
1.43 Revenuelandiassessmentiobligations...........
1.44 Industrialidevelopmentiandisimilariobligations......
1.5 Mortgagelbackedisecuritiesi(includesiresidentiallandicommerciallMBS):
1.51 Passithroughlsecurities:
1.5110Issuedloriguarante€dIbyIGNMAL.........c.cciveueeisriess et sttt ssssessssssessenns | svessissssssssssssessesienn | sssessiesissnns 0.0 [ [ vevereiieinns 0.0
1.5120IssuedloriguaranteedlbylFNMALGNAIFHLMC.........ccorirrerireeeieenne et ssssesessssssssssessesssees | cressesssssssssessessanssnens | senssmseneenes 0.0 [ [ e, 0.0
1B BIANIONET ...ttt | reenstseni st sensennines | eerienseenns 0.0 oo [ e 0.0
152 CMOslandIREMICs:
1.5210IssuedloriguaranteedlbyIGNMA,IFNMA,IFHLMCIOMIVA...........oveieeeseeeeseeee st ssssssssenns | cevesssssssssssessessssess | vevvesssssesnns 0.0 | oo | e 0.0
1.5220IssuedlbyinoniU.S.IGovernmentiissuersiandicollateralizedibyimortgagelbacked
[mmusecuritieslissuedioriguaranteedibylagenciesiShownlinILINEIT.521..........c.cceveverevreerenreseernreseseeseens | cevveineeseneeseeeenens | cevvevevenienns 0.0 [ [ e, 0.0
1 B2BMANIONET ...ttt bttt st | reesttsentenenteensnnnies | eesieesennees (001 RO (SO 0.0
2. Otherldebtiandiothertfixedlincomelsecuritiesi(excludingishortiterm):
2.1 Unaffiliatedidomesticisecuritiesi(includesicredititenantlloansiratedibyitheISVO)..........c.ovenrrrerreneereennerneeneereereinns | ceerneeneiseessseneenees | eeeseeneeneiines 0.0 [ [ v, 0.0
2.2 Unaffiliatedifor@ignISECUMHES. ........evvrevrerrieiiriesssierise sttt b s sss st s s ssssssssensesssessessanns | assessnsssssssssassesssnsnnss | sssessiesessens 0.0 | ooveerervererierieiens | e 0.0
2.3 AFfIlIAEEAISECUMHES. . vveuveerreerereseirseeeseessseeesssesseses s eesssseess sttt sns s ssssseesssnsssessnsssns | wosessssnessmmesssnsssssnssns | soeesssnsesnnns (001 TR (SO 0.0

3. Equitylinterests:

3.1 Investmentslinimutualifunds
3.2 Preferredistocks:
321 AFIIATEA. ...ttt
322 UNAFfIlIALEA. ...
3.3 Publiclyitradediequityisecuritiesi(excludinglpreferredistocks):
331 AFIIAEE. ..ottt
332 UNAFIIGIE. .......cevereisieseeiie s
3.4 Otherlequitylsecurities:
BT AFFIIAEEM. ...t
R U 1T 171 (o PSP
3.5 Otherlequitylinterestslincludingitangiblelpersonalipropertylunderilease:

351 AfIIAEEA. . .vvu vttt

3.52 Unaffiliated
4.  Mortgagelloans:

4.1 ConstructionlandilandIdeVEIOPMENL.........c.u ittt
4.2 AGIICUIUIAL......ocviiiircisiiciieise ettt bbbttt bbbttt en
4.3 SinglelfamilyireSidentiallprOPEItIES. ......cvrvrurerrerrirrrrereeseiseesss s et ssss sttt sassse st ensnssses
4.4 MultifamilyIreSidentialprOPEItIES........cc.cvueviiceririicisicee ettt st
45 COMMENCIAIIOANS. ......oouvvrererreearieeseeese st
46  MezzaninelrealleStatellO@NS............cc.iiiiiiiiiiiie e

5. Reallestatelinvestments:
5.1
5.2

5.3  Propertyiheldiforisaleq($......... QOlincludinglpropertylacquiredlinisatisfactioniofidebt)...........cocrvrimreririeriennenns

10, TOtAIIINVESIEAIASSELS. .......v.cveeveeee ettt ettt ee et bs et st s s st s s ns s s s nseesensnsensesnsenes

PropertylocCUpiEdIDYICOMPANY........c.cvuiviriiieiieiieteiieic ettt ettt

Propertylheldiforiproductioniofiincomel(includest$.......... Olofipropertytacquirediinisatisfactionlofidebty............

6. Policylloans

7. ReCEIVADIESIIOMSECUNTIES. ......cvvucerseeircriciee et
8.  Cash,lcashlequivalentslandishortItermiNVESIMENLS. ............ccciiirieiiieiee et nbniaes
9. OtherliNVESIEAIASSELS. .......oovveeeeuueriieireeer ettt

839,255,522
201,692,617

...0.0
...0.0

......... 822,183,591
......... 201,692,548

................ 0.0
................ 0.0

.............................................. 0.0 | [ .00
.............................................. (V1 OO ISR O X |
.............................................. 0.0 | oorerereeveeerieees [ v 0.0
.............................................. 0.0 | [ e .0.0
.............................................. 0.0 [ [ e 0.0
.............................................. (L1 OO ISR O X
......... 180,835,327 | ... h 7 |......... 180,835,327 | .............. 47
.............................................. 0.0 | [ e .0.0
.............................................. 0.0 | [ v .0.0
.............................................. 0.0 | [ v .0.0
......... 285,373,915 | ..o 74 | ......285,373,915 | ... T 4
........... 32,104,093 | ..............0.8 |..........32,104,093 | ..............0.8
...... 3,870,930,280 | ............100.0 | ......3,853,858,280 | ............100.0
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GENERALIINTERROGATORIES

PARTI101ICOMMONIINTERROGATORIES
GENERAL

IslthelreportinglentitylalimemberiofianiinsurancelHoldingiCompanyiSystemiconsistinglofitwolorimorelaffiliatedipersons,lonelorimorelofiwhich
islanlinsurer?

Iflyes,(didithelreportinglentityiregisteriandifilelwithiitsidomiciliarylStatelinsurancelCommissioner,iDirectorioriSuperintendentioriwithisuch
regulatoryiofficiallofithelstatelofidomicilelofithelprincipallinsureriinithelHoldingiCompanyiSystem, lalregistrationistatementiproviding
disclosurelsubstantiallyisimilaritolthelstandardsiadoptedibyithelNationaliAssociationlofiinsurancelCommissionersl(NAIC)intitstModel
InsurancelHoldingiCompanyiSystemiRegulatorylActlandimodeliregulationsipertaining(thereto, lortisithelreportinglentitylsubjectitolstandards

andidisclosurelrequirementsisubstantiallylsimilaritolithoselrequiredibyisuchlActiandiregulations? YesI[IX1]

Statelregulating? Michigan

Haslanyichangelbeenimadelduringithelyeariofithisistatementiinithelcharter,lbyllaws,[articlesloflincorporation,lorideediofisettiementiofithe
reportinglentity?

Iflyes,idatelofichange:
Ifinotipreviouslytfiled,ifurnishiherewithialcertifiedicopylofithelinstrumentiasiamended.

Statelaslofiwhatidatelthellatestifinanciallexaminationiofithelreportinglentityiwasimadeloriisbeingimade.

Statelthellaslofidatelthatithellatestifinanciallexaminationireportibecamelavailablelfromieitherithelstatelofidomicilelorithelreportinglentity.
Thisldatelshouldibeltheldatelofithelexaminedibalancelsheetiandinotitheldatelthelreportiwasicompletediorireleased.

Statelaslofiwhatidatelthellatestifinanciallexaminationireportibecamelavailableltolothertstatesiorithelpublicifromieitherithelstatelofidomicilelorithe
reportinglentity. I Thislisithelreleaseldateloricompletionidatelofithelexaminationireportiandinotitheldatelofithelexaminationi(balancelsheetidate).

Bylwhatidepartmentioridepartments? OfficellofiFinanciallandlinsurancelServices

YesIIXITNor[TT]

No[mm]mmN/A[m]

YesI[Im]mmmmNoIIX]

12/31/2003

09/30/2000

09/11/2001

Duringithelperiodicoveredibyithisistatement,ididlanylagent,ibroker,Isalesirepresentative,[nonlaffiliatedisales/servicelorganizationlorianylicombination
thereofiunderialcommonicontroli(otherithanisalariedlemployeeslofithelreportinglentity)ireceivelcreditioricommissionsiforioricontrollalsubstantial
part(morelthani20lpercentioflanyimajorlinelofibusinessimeasuredionidirectipremiums)iof:

411  saleslofinewlbusiness?
412 renewals?

Duringithelperiodicoveredibyithisistatement,ididlanylsales/servicelorganizationlownedliniwholelorlinipartibyithelreportinglentitylorianiaffiliate,
receivelcreditloricommissionsiforioricontrollalsubstantialipart](moreithani20lpercentiofianyimajorilinelofibusinessimeasuredionidirectipremiums)iof:

4.21 saleslofinewlbusiness?
4.22 renewals?
Hasithelreportinglentitylbeenlalpartyitolaimergerioriconsolidationiduringithelperiodicoveredibyithisistatement?

Iflyes,Iprovidelthelnamelofithelentity,INAICicompanyicode,landistatelofidomicilel(useltwolletteristatelabbreviation)forianylentitylthatihasiceased
tolexistiaslalresultiofithelmergerloriconsolidation.

1 2 3
NamelofiEntity NAICICo.ICode StatelofiDomicile

HasithelreportinglentitylhadianylCertificateslofiAuthority,llicenseslioriregistrationsi(includinglcorporatelregistration,liflapplicable)isuspended
orirevokedibylanyigovernmentalientitylduring thelreportingiperiod 1Y oulneedinotireportlaniaction,leitheriformalloriinformal,lifia
confidentialityiclauselisipartiofithelagreement.)

Ifiyes,igivelfulllinformation:

Doeslanyiforeigni(noniUnitediStates)ipersoniorientityldirectlylorlindirectlylcontroli10% orimorelofithelreportinglentity?
Ifiyes,
7.21 Statelthelpercentagelofiforeignicontrol.

7.22  Statelthelnationality(ies)lofithelforeigniperson(s)iorientity(ies);lorifithelentitylisialmutualiorireciprocal,
thelnationalityloflitsimanagerioriattorneylinifactlandiidentifyitheltypelofientity(ies)(e.g.,lindividual,
corporation,igovernment,imanagerioriattorneylinifact)
1 2
Nationality TypelofiEntity

IsithelcompanylalsubsidiarylofialbankiholdingicompanyiregulatedibyithelFederallReservelBoard?
Ifiresponselitol8. 1lislyes,Ipleaselidentifyithelnamelofithelbankiholdingicompany.

Isithelcompanyiaffiliatediwithionelorimorelbanks, thriftsiorisecuritiesifirms?

Ifiresponseltol8. 3lislyes, Ipleaselprovidelthelinameslandilocation(citylandistatelofitheImainioffice)loflanylaffiliatesiregulatedibylaifederal
financiallregulatorylservicesiagencylli.e.ithelFederaliReservelBoardi(FRB),ithelOfficelofithelComptrolleriofithelCurrencyi(OCC),ithelOfficelof
ThriftiSupervisionl(OTS),thelFederaliDepositiinsurancelCorporationi(FDIC)landithelSecuritieslExchangelCommissionl(SEC)landlidentifyithe
affiliate'slprimaryifederaliregulator].

Yes[mmmmmNol[IX(]
Yes[mmmmmNol[IX(]

Yesi[ummmmmNol[iX(]
Yesi[mmmmmNol[iX(]
YesI[mmmmmNol[IX(]

YesI[mmmmmNol[IX(]

Yes[mmmmmNol[iX(]

Yes[mmmmmNol[IX(]

Yes[mmmmmNol[iX(

2 3 4 5 6

AffiliateIName Locationl(City,IState) FRB 0OCC QTS FDIC

SEC

Whatlisithelnamelandiaddressiofithelindependenticertifiedipubliclaccountantioriaccountinglfirmiretaineditolconductithelannuallaudit?
Deloittel&ITouche,1Suitel900,16000RenaissancelCenter,IDetroit,IMichigani4824311704

Whatlisithelname,laddressiandlaffiliationi(officer/employeelofithelreportinglentityloriactuary/consultantiassociatediwithia(n)lactuarial
consultingtfirm)lofithelindividualiprovidingithelstatementlofiactuariallopinion/certification?
JohnIDunnIFSAIMAAAIDirectoriandiCorporatelActuary

BluelCrossiBluelShieldiofiMichigan,1600IE.Lafayette,IMCI1850,Detroit,IMichigani48226

FORIUNITEDISTATESIBRANCHESIOFIALIENIREPORTINGIENTITIESIONLY:
WhatichangeslhavelbeenimadelduringlthelyeariinithelUnitediStatesimanageriorithelUnitediStatestrusteesiofithelreportinglentity?

DoeslthisistatementicontainlallibusinessitransactediforithelreportinglentityithroughlitsiUnitediStatesiBranchionlrisksiwhereverllocated?
Haveltherelbeenlanyichangesimadeltolanylofitheltrustiindenturesiduringithelyear?

Iflanswerttol(11.3)lislyes,lhasitheldomiciliarylorlentrylstatelapprovedithelchanges? Yes{[u]
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GENERALIINTERROGATORIES
PARTIIICOMMONINTERROGATORIES

BOARDIOFIDIRECTORS
12.  IslthelpurchaselorisalelofialllinvestmentsiofithelreportinglentitylpassediuponieitheribyithelBoardiofiDirectorsiorialsubordinatelcommitteelthereof ?
13.  DoeslthelreportinglentitylkeeplalcompletelpermanentirecordiofithelproceedingsiofiitsiBoardiofiDirectorsiandiallisubordinatelcommitteesithereof?

14. HaslthelreportinglentitylaniestablishediprocedurelforidisclosureltolitsiBoardiofiDirectorsloritrusteesioflanyimateriallinterestiortaffiliation
onithelpartlofianylofiitsiofficers,idirectors,trusteesloriresponsiblelemployeesiwhichiislinlorlisllikelyttolconflictiwithithelofficialiduties
ofisuchiperson?

FINANCIAL
15.1 Totallamountiloanediduringithelyeari(inclusivelofiSeparatelAccounts,lexclusivelofipolicylloans):
15.11 Toldirectorsloriotheriofficers
15.12 Tolstockholdersinotlofficers
15.13 Trustees,supremelorigrandi(Fraternalionly)
15.2  Totallamountiofiloansioutstandinglatithelendlofiyeari(inclusivelofiSeparatelAccounts,lexclusivelofipolicylloans):
15.21 Toldirectorsloriotheriofficers
15.22 Tolstockholdersinotiofficers
15.23 Trustees,lsupremelorigrandi(Fraternalionly)

16.1 Werelanylassetsireportediinithisistatementisubjectitolaicontractuallobligationitoltransferitolanotheripartyiwithoutithelliabilityifor

suchlobligationibeinglreportediinithelstatement?
16.2  Iflyes,IstatelthelamountithereoflatiDecemberi31lofithelcurrentiyear:
16.21 Rentedifromlothers
16.22 Borrowedifromlothers
16.23 Leasedifromiothers
16.24 Other
DiscloselinithelNotesltolFinancialithelnaturelofieachliobligation.

17.1 DoeslthisistatementiincludelpaymentsiforiassessmentsiasidescribedlinithelAnnualiStatementilnstructionsiotherithaniguaranty

fundloriguarantylassociationlassessments?
17.2  Iflanswerlislyes:
17.21 Amountipaidiasilossesloririskladjustment
17.22 Amountlpaidiasiexpenses

17.23 Otherlamountsipaid

INVESTMENT

Listithelfollowinglcapitallstocklinformationiforithelreportinglentity:

YesI[IXIImTNon[]
YesiiXojmmmrNonfm]

YesI[IXINor[IT]

Yes[mmmmmmNol[IXd

1
NumberiofiShares
Authorized

2
NumberlofiShares
Outstanding

3
PariValue
PeriShare

4
RedemptioniPrice
IfiCallable

5
IsiDividend
RatelLimited?

ArelDividends
Cumulative?

Preferred
Common

19.1  Werelallithelstocks,lbondslandlotherisecuritiesiownediDecemberi31loficurrentlyear,loveriwhichithelreportinglentitylhaslexclusivelcontrol,

inithelactuallpossessioniofithelreportinglentitylonisaididate, lexceptiasishownibyiSchedulelElParti3]SpeciallDeposits?

19.2  Ifino,lgivelfulllandicompletelinformationirelatingithereto.

CertainisecuritieslarelloanedisubjectitolalsecurityllendinglagreementiwithiStatelStreetiBank

20.1 Werelanylofithelstocks,lbondsloriotheriassetslofithelreportinglentitylownediatiDecemberti3 10ofithelcurrentiyearinotiexclusivelylunderithe
controllofithelreportinglentity,lexceptiasishownloniSchedulelElParti3ISpeciallDeposits,lorhasithelreportinglentityisoldioritransferrediany

assetslsubjectitolalputioptionicontractithatlisicurrentlyliniforce ?1i(Excludelsecuritiesisubjectitolinterrogatoryi16.1)

20.2 Ifiyes,istatelthelamountithereofiatiDecemberi31lofithelcurrentlyear:
20.21 Loaneditolothers

20.22 Subjectitolrepurchaselagreements

20.23 Subjectitolreverselrepurchaselagreements

20.24 Subjectitoldollarirepurchaselagreements

20.25 Subjectitoireverseldollarirepurchaselagreements

20.26 Pledgediasicollateral

20.27 Placediunderioptioniagreements

20.28 Letterlstockiorisecuritieslrestrictedlasitolsale

20.29 Other

20.3  Foricategoryl(20.28)iprovidelthelfollowing:

1
NaturelofiRestriction

2
Description

3
Amount

211
21.2

Doeslthelreportinglentitylhavelanyihedging(transactionsireportedioniSchedulelDB?

Iflyes,lhaslalcomprehensiveldescriptionlofithelhedginglprogramibeenimadelavailableltoltheldomiciliarylstate?
Ifino,lattachlaldescriptioniwiththisistatement.

22.1  WerelanyipreferredistocksloribondslownediaslofiDecemberi31lofithelcurrentlyearimandatorilyiconvertiblelintolequity,lor,latitheloptioniofithe

issuer,iconvertiblelintolequity?

22.2  Ifiyes,istatelthelamountithereofiatiDecemberi31lofithelcurrentlyear:

23.  ExcludinglitemsliniSchedulelE,reallestate,imortgagelloansiandiinvestmentsiheldiphysicallylinithelreportinglentity'sioffices, ivaultsiorisafety
depositiboxes,lwerellallistocks,lbondslandiotherisecurities,lownedithroughoutithelcurrentiyeariheldipursuantitolalcustodiallagreementiwithia
qualifiedibankloritrusticompanylinlaccordancelwithiParti11General 1SectionllV.HICustodialloriSafekeepinglAgreementslofitheINAIC

FinanciallConditioniExaminersiHandbook?

271

Yesl[1]

Yes[mmmmmNol[IX(]

Yes[mmmmmNoI[IX(]

YesI[mmmmmNol[IX(]
Noa[mmJmmIN/AT[IXT]

Yes[m]mmmmNol[IX(]

YesI[IXINor[IT]
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23.01

23.02

23.03
23.04

23.05

241

24.2

243

25.

26.1
26.2

271
271.2

28.1
28.2

29.1
29.2

GENERALIINTERROGATORIES
PARTIIICOMMONINTERROGATORIES

ForilagreementsithaticomplyiwithithelrequirementslofitheINAICIFinanciallConditionlExaminersiHandbook,lcompletelthelfollowing:
1 2
NamellofiCustodian(s) Custodian'slAddress
StatelStreetlinsurancelServices 9010PennsylvaniallKansasiCityiMI164105
FederallHomelLoaniBankioflindianapolis 82500WoodfieldiCrossing,lindianapolisliNI46240
ComericalBank InstitutionaliTrust,IP.OIBoxI75000,1Detroit,IMI148275

Forlalllagreements{thatidolnoticomplytwithithelrequirementslofitheINAICIFinancialiConditionlExaminersiHandbook,lprovidelthe
name,llocationlandlalcompleteliexplanation:

1 2 3

Name(s) Location(s) CompletelExplanation(s)

Haveltherelbeenlanyichanges,lincludinginamelchanges,linithelcustodian(s)lidentifiediini23.010duringithelcurrentlyear? Yes{[mmjmmmmNoI[iXi]
Ifiyes,lgivelfulllandicompletelinformationirelatingithereto:

1 2 3 4

OldiCustodian NewlCustodian DatelofiChange Reason

Identifylalllinvestmentiadvisors,ibrokers/dealerslorlindividualsiactinglonibehalfiofibroker/dealersithatihavelaccessitolthelinvestment
accounts,lhandlelsecuritieslandihavelauthorityitolmakelinvestmentsionibehalfiofithelreportinglentity:

1 2 3
CentrallRegistrationiDepositoryINumber(s) Name Address

DoeslthelreportinglentitylhavelanyidiversifiedimutualifundsireportediiniSchedulelD,IParti2i(diversifiediaccordingitoithelSecuritiesiand

ExchangelCommissioni(SEC)iinithellnvestmentiCompanyliActiofi19400[Sectioni5(b)(1)])? Yes[IXIJmimNon[]
Ifiyes,lcompletelthelfollowinglschedule:
1 2 3
CUSIPi# NamelofiMutuallFund Book/Adj.CarryingValue
92290818814 VanguardiExtendediMarketIFund 23,334,687
63110001003 Nasdaq(1000indexiFund 19,821,789
78462F11003 SpylExchangelTradedlFund 120,096,432
92290816502 ExtendediMarketlindexiViperiFund 23,108,966
9999999.0TOTAL 186,361,874
Forleachimutualifundilistediinitheltablelabove,icompletelthelfollowingischedule:
1 2 3 4
Amountlof
MutuallFund's
Book/Adjusted
NamelofiMutualiFund NamelofiSignificantiHolding CarryinglValue
(fromithelaboveltable) ofithelMutuallFund AttributableltolHolding  DatelofiValuation
VanguardiExtendediMarketiindexiFund BerkshirelHathway 933,387 12/31/2004
ExtendediMarketiindexViperiFund BerkshirelHathway 924,359 12/31/2004
Nasdaqi1000indexiFund MicrosoftiCorporation 1,387,525 12/31/2004
SPYIExchange(TradedIFunds GenerallElectricalilCompany 3,602,893 12/31/2004
Providethelfollowinglinformationiforlallishortitermiandilongitermibondslandlallipreferredistocks.lDolnotisubstitutelamortizedivalueloristatementivaluelforifairivalue.
1 2 3
ExcesslofiStatement
Statement overlFairiValuel(),
(Admitted) Fair orlFairiValuelover
Value Value Statementi(+)
250 BONAS....civiieiieiisii st | ensnes 2,734,655,672 | ...... 2,753,159,687 |............. 18,504,015
25.2
25.3

25.4  Describelthelsourceslorimethodslutilizediinideterminingithelfairivalues:
StatelStreetiBankiandiTrustlislthelsourcelforiallimarketivalues.

HavelallithetfilingirequirementsiofithelPurposesiandiProceduresimanuallofithelNAICISecuritiesiValuationlOfficelbeentfollowed? Yes[IXumimNonfom]
Ifino,llistlexceptions:

OTHER
AmountlofipaymentsitolTradelAssociations,IServicelOrganizationslandiStatisticalloriRatingiBureaus,liflany? B 3,973,691
Listithelnamelofithelorganizationlandithelamountipaidiifianyisuchipaymentirepresentedi25%orimorelofitheltotallpaymentsito

TradelAssociations,IServicelOrganizationslandiStatisticalloriRatingiBureausiduringithelperiodicoveredibyithisistatement.

1 2
Name AmountiPaid

BluelCrossiBluelShieldiAssociation 3,776,809

Amountlofipaymentsiforilegaliexpenses,lifiany? B 2,663,604
Listithelnamelofithelfirmiandithelamountipaidiifianyisuchipaymentirepresentedi25% orimorelofitheltotalipayments
forllegallexpensesiduringithelperiodicoveredibyithisistatement.

1 2
Name AmountiPaid
DickinsonlWright 1,393,944
Amountlofipaymentsiforiexpendituresliniconnectioniwithimattersibeforellegislativelbodies, lofficersioridepartmentsiofigovernment, ifiany? B 376,442

Listithelnamelofithelfirmiandithelamountipaidiifianylsuchipaymentirepresentedi25%orimorelofitheltotallpaymentiexpenditures
inlconnectioniwithimattersibeforellegislativelbodies, lofficersioridepartmentslofigovernmentiduringithelperiodicoveredibyithisistatement.

1 2
Name AmountiPaid

KaroublAssociates 120,000

27.2
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1.1
1.2
1.3

1.4
1.5
1.6

3.1

32

4.1

42
5.1

5.2

5.3

741
7.2

9.1
9.2

10.1
10.2

111

GENERALINTERROGATORIES[(continued)
PARTI2IIHEALTHIINTERROGATORIES

DoeslthelreportinglentitythavelanyidirectMedicarelSupplementiinsuranceliniforce?
IfiyeslindicatelpremiumiearnedioniU.S.lbusinessionly

Whatiportionlofiltemi(1.2)lisinotIreportedionithelMedicarelSupplementiinsurancelExperiencelExhibit?
1.31 Reasoniforlexcluding

YesuXommmmNot ]

IndicatelamountiofiearnedipremiumiattributableltolCanadianiand/oriOtheriAlieninotlincludediinlitemi(1.2)labove.
IndicatelitotallincurrediclaimsionialllMedicarelSupplementlinsurance.
Individuallpolicies:

Mosticurrentithreelyears:

1.61 Totallpremiumiearned

1.62 Totallincurrediclaims

1.63  Numberloficoveredilives
Alllyearsiprioritolmosticurrentithreelyears:

1.64 Totallpremiumlearned

1.65 Totallincurrediclaims

1.66  Numberloficoveredilives

Grouplpolicies:

Mosticurrentithreelyears:

1.71  Totallpremiumiearned

1.72  Totallincurrediclaims

1.73  Numberloficoveredilives
Alllyearslprioritolmosticurrentithreelyears:

1.74  Totallpremiumiearned

1.75 Totallincurrediclaims

1.76  Numberioficoveredilives

B 214,972,751
G 0
e 0
S 334,038,937
S 214,972,751

334,038,937
211,823

PriorlYear

2

Healthitest: 1
CurrentYear
2.1 PremiumINUMErator........ccvvevrinreererseerreennenns | cvrersneenns 5497,184,314 |.........
2.2 PremiumiIDenominator............ccovvveeereremeeneneins | corsrnneenns 5497,184,314 |.........
2.3 PremiumiRatioN(2.1/2.2).....couevververeriererinnrerens | corisesssesssisssesiens 100.0 |.........
2.4 ReservelNumerator, SO [ 1,153,216,251 | .........
2.5 ReservelDenominator..........oeeeeeeveneenireennns | eorsenseenns 1,159,541,830 |.........
2.6 ReservelRatiol(2.4/2.5).......ccceveereeeeerereesriens | covreriiisrenissseesinnas 995 |.....

Haslthelreportinglentityireceivedianylendowmentiorigiftifromicontractingthospitals,Iphysicians,identists, lorlothersithatlisiagreediwillibe
returnediwhen,laslandlifithelearningslofithelreportinglentitylpermits?

Ifiyes,lgivelparticulars:

Yes{[urjmummurNol[iX(]

Havelcopieslofialllagreementsistatingithelperiodiandinaturelofihospitals',jphysicians',landidentists'icareloffereditolsubscribersland
departmentsibeentfilediwithithelappropriatelregulatorylagency?

IfinotIpreviouslytfiled,furnishiherewithialcopy(ies)lofisuchlagreement(s).lDoltheselagreementslincludeladditionalibenefitsioffered?
Doeslthelreportinglentitylhavelstopllossireinsurance?

Ifino,lexplain:

YesXommmmNol[m]
YesIIXCmmmmNol[m]
YesImmImmINol[iX1]

BluelCrossiBluelShieldiofiMichiganidoesinotiutilizelstopllossireinsuranceldueltolthelsizelandistabilitylofithelbusinesslandisufficientllevelsloficapitalization

Maximumiretainediriski(seelinstructions):
5.31 Comprehensivelmedical

5.32  Medicallonly

5.33 Medicarelsupplement

5.34 Dental

5.35 Otherllimitedibenefitiplan

5.36 Other

Describelarrangementiwhichithelreportinglentityimayihavetolprotectisubscribersianditheiridependentsiagainstithelriskiofiinsolvencylincluding

holdiharmlessiprovisions,iconversionlprivilegesiwithlothericarriers,lagreementsiwithiprovidersitolcontinuelrenderingliservices, landlanylother
agreements:

MaintainlalrestrictedicustodiallbanklaccountideterminedionithelbasislofialformulaisetlbylBCBSAlandicontinuationlinsurancelcoveragelwithiCollinslandlAssociates.

Doeslthelreportinglentitylsetiuplitsiclaimiliabilitytforiprovideriserviceslonlalserviceldatelbase?

Ifino,lgiveldetails:
Claimslliabilitieslarelbasedlonlpaid/incurrediclaimstriangulation

Yesuum]mmmmmNol[iX]

Providelthelfollowinglinformationlregardinglparticipatinglproviders:
8.1 Numberlofiprovidersiatistartiofireportinglyear
8.2 Numberlofiprovidersiatiendlofireportinglyear

Doeslthelreportinglentitythavelbusinessisubjectitolpremiumiratelguarantees?
Iflyes,Idirectipremiumiearned:

9.21 Businessiwiththelratelguaranteesibetweeni15136imonths

9.22 Businessiwithiratelguaranteesioveri3éimonths

DoeslthelreportinglentitylhavellncentivelPool,[WithholdloriBonuslarrangementslinlitsiprovidericontracts?
Ifiyes:

10.21 Maximumlamountipayablelbonuses

10.22 Amountiactuallylpaidiforlyearibonuses

10.23 Maximumlamountipayableiwithholds

10.24 Amountiactuallylpaidiforlyeariwithholds

Isithelreportinglentitylorganizedias:
11.12 AlMedicaliGroup/StaffiModel,

28

YesommummNoliX(]
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11.13 AnlindividualiPracticelAssociationi(IPA),lor Y esIn]ommmuNod[ixa]
11.14 AlMixedModeli(combinationiofiabove)? Y e[ iommINon[iXo
11.2 IsithelreportinglentitylsubjectitolMinimumiNetiWorthiRequirements? Y esI[I]imumiNoniXo
11.3  Iflyes,ishowithelnamelofithelstatelrequiringisuchinetiworth.
11.4 Iflyes,Ishowithelamountirequired. B 0
11.5 Isithistamountiincludediasipartiofialcontingencyireservelinistockholder'slequity? 'Y es[I]OImNon[iX]

11.6  Ifithelamountlisicalculated,ishowithelcalculation:

12.  Listiservicelareasliniwhichireportinglentitylisllicenseditoloperate:
1
NamelofiServicelArea

Michigan

281
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FIVEIYEARIHISTORICALIDATA
1 2

3 4 5

2004 2003 2002 2001 2000
BalancelSheetlltemsi(Pagesi2iandi3)
1. Totalladmittediassetsl(Pagel2,ILiNEI2B)..........cuvrrerrerrerrermermmensereererreeeeees | crneseesens 4,323,733,105 |........... 4,256,344,275 |........... 3,823,581,501 |........... 3,123,075,925 |........... 3,529,241,400
2. Totallliabilities(Pagel3,ILiNeI22)............cvuuereremrirerrereresrerinereeereresesseersns | creeeenenns 2,080,025,393 |.......... 2,358,220,996 |.......... 2,291,231,819 |........... 1,822,506,925 |........... 2,282,071,919
3. StAUIOIYISUIPIUS. ....cooververcriseisciiri e esesssessessesesiensees | nesessenen 2,243,707,712 | ..cveeeee 1,898,123,279 |.......... 1,632,349,682 |.......... 1,300,569,000 |.............. 992,093,076
4. Totallcapitallandisurplusl(Pagel3,ILineI30).........ccvvrurrvueererererrerermmineeeees | eevereneens 2,243,707,712 | ..ocveenee 1,898,123,279 |.......... 1,5632,349,682 |.......... 1,300,569,000 |........... 1,247,219,481
IncomelStatementiltemsi(Pagel4)
5. Totallrevenuesi(LINEIB)...........urrrmueremerireerirmieesiersisesssseesssemmsessssensnseses | eneeesnenes 5518,400,812 |........... 5,554,674,204 |.......... 5,287,341,438 |........... 4,874,622,864 |.......... 8,974,685,006
6. TotalimedicallandhospitallexpensesI(LiNel18)............wvurrveereremereeeeerenns | crvverenns 4,741,767,141 |........... 4,784,056,750 |........... 4,603,132,705 |........... 4,382,989,985 |.......... 8,197,384,666
7. Claimsladjustmentlexpenses(LiN€I20)...........ccvvvevveerererererieeesiesissesesens | ceveveienans 146,094,381 ...140,978,497 |.............. 143,276,612
8. Totalladministrativelexpensesi(LINEI21). .........ccverreermrrmmeerrncreneesnereneninee | veeeenecennns 334,178,455 ....362,475,685 |.............. 455,198,242 | .............. 369,505,007 |.....cccenn. 535,497,247
9. Netlunderwritinglgainl(loSS)I(LINEI24)........cccuvvemrmmmeeererireeeeseeseeseseeesneees | rseeeneennns 168,860,835 |.............. 232,163,272 |..covvvrrens 85,733,879 |..ccoovvrrrnnn. ((PAGERT: V)T — (8,814,763)
10.  Netlinvestmentigaini(loSS)I(LINEI27)........vvrerrermerneenernernrsnsessesnesssesssssesnses | eesesesseneens 169,584,382 |.....ccoeene. 91,865,207 |...ccoevnvne. 85,222,156 |...cccocvvvnee. 95,627,883 |....ccceenvn. 102,235,576
11.  Totallotherlincomel(LineSI28IPIUSI29).........ceuuverreemmerierieeesnresneeseerereens | crererseesanes 37,392,858 |............. 118,792,295 |......ccovveene. 37,774,108 |.......co...... (18,999,569) | ........cvenen. (20,717,695)
12. Netlincomelorl(10SS)I(LINEI32)......c.cuvvrmrrrivmerirrrirreinnnieesiesiessesesessessseens | creveeseneenns 238,811,712 | .o 374,497,394 |............. 161,382,896 |......covvevee. 56,161,250 |.....coovveunee 65,425,441
RiskiBased(CapitallAnalysis
13, TotalladustediCapital...........ovvremereererirrreeieieeriereeieessesssessiesseseseseesssens | ereeeeen 2,243,707,712 | ..oeveeeee 1,898,123,279 |.......... 1,5632,349,682 |.......... 1,300,569,000 |........... 1,247,219,481
14.  AuthorizedicontrolllevellriskIbasedicapital............c...evwrreeererierveererrreeenees | creveerreenns 282,994,740 |.............. 299,806,439 |......co...... 267,570,296 |.............. 263,837,065 |.............. 214,127,834
Enrollmenti(Exhibiti2)
15.  Totalimemberslatiendiofiperiodl(Columni5,ILINEIT).........cvrvererererinriens | cerveierersninns 2,621,892 |..ooovvrrnne 2,698,830 |..coorrrrnne. 2,659,983 |...cccvrrernne. 2,648,278 | ...ooveeriieeeein,
16 TotalimemberImonthsi(ColumMNIB,ILINEIT).........c.eviverrerreiereieresieeeieieseies | cvevererseenns 31,590,818 |................ 35,468,309 |................ 32,511,278 |.......c........ 31,795,355 | oo

OperatinglPercentagel(Pagel4)
(ItemidividedibyPagel4,'sumiofiLines(2,13,land5)ix]100

17.

18.

19.

20.

21.

22.

Premiumslearnedi(Linesl2iplusi3)
Totalthospitallandimedicall(Linel18)
CosticontainmentleXPenSeS........c.vvererrrrerrrrnrennenns
Otherilclaimsladjustmentiexpenses.............ccce........
Totallunderwritingldeductionsi(Linel23)..................

Totallunderwritinglgaini(loss)i(Linel24)...................

UnpaidiClaimsIAnalysisi(U&IExhibit,/Parti2B)

23. Totaliclaimslincurrediforipriorlyearsi(Lin€l12,1COLI5).......c.ccvevererreererernnnns

24. Estimatediliabilitylofiunpaidiclaimsii[priorlyeari(Linel12,ICol.06)]

InvestmentsliniParent,/SubsidiarieslandiAffiliates

25.

26.

21.

28.

29.

30.

31.

Affiliatedibondsi(Sch.iDISummary,iLinei25,iCol.01)

Affiliatedipreferredistocksi(SchiD.ISummary,iLinel39,ICol.I1)........cccvruunenee

Affiliatedicommonistocksl(SchiD.iSummary,Linel53,ICol.12)............cocen....

Affiliatedishortitermlinvestmentsi(subtotallincluded
Parti2,1Col.5,ILinel11)

Affiliatedimortgagelloansionireallestate
Alllotherlaffiliated...........covrerrererrrerrirrrererrsereieenns

TotalloflabovelLingsi250t0030.........cereererrrereareneaes

[iniSch.IDA,

.............. 482,601,216

.............. 576,481,245

.............. 518,953,914

.............. 567,360,979

.............. 533,853,556

.............. 637,430,199

.............. 728,002,716

........... 1,201,642,568

........... 1,061,045,393

........... 1,084,990,954

29
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SCHEDULEIDIIISUMMARYIBYICOUNTRY

LongiTermiBondslandiStocksiIOWNEDIDecemberi31iofiCurrentlYear

1 2 3 4
Book/Adjusted PariValue
Description CarryingValue FairlValue ActualiCost ofiBonds
BONDS 1. UnitediStates........cooovevveenns v, 624,461,170 | .cooovveinn 629,284,642 | ....cocovverennnn 618,653,769 |....covvrrrerrinn 602,853,520
Governments 2. CANAMA. ... | e | sttt ettt | srsesean sttt ettt ens | Sressententenst sttt
[mi(Includinglalllobligationsiguaranteed 3. OtherICountries.......ccocoeveree | cvverireriiiesieiersnians 400,000 400,000 |..ooovvriieriercien. 400,000 |..oovirierreieiaens 400,000
[Ibylgovernments) 4. Totals...oonininriinciniins e 624,861,170 629,684,642 | ... 619,053,769 |..coovvvniirnirina 603,253,520
B UNIEAISEALES. ... vvovecererires [ evereeieineeseieieesessesseesnes | ceeeseesesssssesssssesssssssssessassses | sestessssssssssssssssssessesssssnssnsses | sesessessasssmssessassssnssmssassssnnes
States,TerritorieslandPossessions 6. Canada
[0(Directiandiguaranteed) 7. OtheriCountries
8. TOtalS...c.ovirrririiiininiiiens [ 0
PoliticallSubdivisionslofiStates, 9. UnitediStates..
TerritorieslandlPossessions 10. Canada
[(Directiandiguaranteed) 11. OtheriCountries.......c.ccoc.....
12, TOtAIS. . et 0. 0 s 0 [ 0
SpeciallRevenuelandiSpeciallAssessment 13. UnitediStates.......cccovvveveees | cevvrerrerernnnnn. 981,400,595 988,579,398 |......ccocvveere 982,414,132 | ..covvverereernnn 964,360,265
ObligationsiandralliNoniguaranteediObligations 14. Canada
ofiAgencieslandiAuthoritieslofiGovernments 15. OtheriCountries..

anditheiriPoliticallSubdivisions 16. TOtAlS. oo | e 981,400,595 988,579,398 |...oorrrrrrinnnnas 982,414,132

PubliciUtilities .

(unaffiliated) 19, OtherICOUNIIES. .. .cvirvieries | crrerreessiesissessssessasssssssssessnes | eosessssessesssssnsassessssessassessnsesss | erossessnsassessessessssessnsanssssassnses | sresessssessossessnsessessssassassesanse
20, TOtAIS..veeeeeereiseinisieinisies [ v sneenaes 0

IndustriallandiMiscellaneousliand 21. UnitediStates......cccoovvvenenees [ eoveeneeneinneennnn. 715,431,812 721,668,407 |....oovvvverirrnnnne 710,949,549 |....oovvirirenn. 695,409,803

CreditiTenantlLoans 22. Canada........coovvrvrnininrnnes [ e 9,975,229 | ..ovvvvrereriniens 10,013,550 | .o 9,974,100 |.coovvereerirrrinrens 10,000,000

m(Unaffiliated)

Parent,ISubsidiarieslandiAffiliates

PREFERREDISTOCKS
PubliciUtilities
[(Unaffiliated)

Banks,1TrustlandlinsurancelCompanies
(Unaffiliated)

. UnitediStates..

IndustriallandiMiscellaneous . Canada

m(Unaffiliated) 37. OtherlCountries...................
38. Totals...coorrerresisinisniniinas
Parent,ISubsidiarieslandiAffiliates 39. Totals...ocovrierierciniinisiiinas
40. TotaliPreferrediStocks......
COMMONISTOCKS 41. UnitediStates
PubliclUtilities L 07 17T - O O SOOI FUUUOR OO
(Unaffiliated) 43. OtheriCountries..........c.......
44, TOtAlS....oiveieriercrnirirciciiens | 0
45, UNIEAISIALES. .....cveeececiiis | ittt | seeneieieees et ess s sessessns | fseesessesseessessess st b ssesteseeens
Banks,iTrustlandlinsurancelCompanies 46. Canada
[(Unaffiliated) 47. OtheriCountries
48. Totals.....ocvvniirieiiisiiniinns
49. UnitediStates
IndustriallandiMiscellaneous 50. Canada
[(Unaffiliated) 51. OtherICountries.......ccocevenns
52. Totals. 201,692,617 |.... 201,692,617 |... ..180,852,239
Parent,iSubsidiarieslandlAffiliates 53. TotalS.....coverereiiriieriines 839,255,522 839,255,522 302,961,314
54. TotaliCommoniStocks....... | ..cccooivinnnnns 1,040,948,139 1,040,948,139 |..covvvrniinnens 483,813,553
55. TotaliStocks...... ..1,040,948,139 |.... .1,040,948,139 | ..o 483,813,553
56. TotaliBondslandiStocks.... |.................. 3,372,616,945 3,390,894,136 |....ccccovernenee 2,806,205,103
SCHEDULEIDIIVERIFICATIONIBETWEENIYEARS
1. Book/adjustedicarryingivaluelofibondsiandistocks,Iprioriyear...........c..ccc.eren... 2,690,106,045 6. Foreignlexchangeladjustment:
2. Costiofibondslandistockslacquired,iColumni7,IParti3...........cc.cccovveverrrererrerenne 6,493,165,383 6.1mColumni15,iPartll.........ccccceveevrrnnees
3. Increasel(decrease)byladjustment: 6.20Columni19,IParti2,/Section(1....
3.10Columnsi120+1130014,1Parti ... (4,036,549) 6.30Columni16,IParti2,/Sectionl2............
3.20Columni18,Parti2,1Sectionl1...........cccceevrrrriennns 6.40Columni15,iParti4............cceveevenneee 0
3.30Columni15,0Parti2,ISeCtion(2...........ccc.ovverrenrrenreneens 109,429,770 7. Book/adjustedicarryingivaluelatiendioficurrentlperiod................. 3,372,616,945
3.40Columni14,iParti4............cccee.... (6,294,583) 99,098,638 8. Totalivaluationlallowance..............cccccouvererriererennnne
4. Totaligain((loss),iColumni19,0Parti4...... 16,194,312 9. Subtotall(Linesi7iplusi8)... 3,372,616,945
5. Deducticonsiderationiforibondslandistocksidisposediof,iIColumni7[Parti4...... 5,925,947 433 10. Totalinonadmittedlamounts............c....cc....... 17,072,000
11. Statementivaluelofibondslandistocks,lcurrentiperiod.................. 3,355,544,945
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AllocatedibyiStatesiandiTerritories

1 2 DirectiBusinesslOnly

3 4 5 6 7 8
FederallEmployees| Lifel&IAnnuity
Guaranty | Islinsurer Accident Health Premiumsland Property/

Fund Licensed? &Health Medicare Medicaid BenefitsiProgram DepositiType Casualty
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U.S.Virginllslands............ccccverivennnnns
Canada......cocveereeneineneieeeieead
57.  AggregatelOtherfalien............ccccou......

[
S

58. Total)(DirectiBusingss)..........cccocoevwersveeces [ e XXXt [(@)-vvienn i 5,276,423412 | ..ooovvvvvviirnnn. [V 0| 220,760,902 | ...oovvvrrrc) (O 0

DETAILSIOFIWRITEIINS

5798. Summarylofiremainingiwritellinsforilinel57fromioverflowlpage......... | «weeeerrermeereenenncs 0
5799. Totall(Linesl5701thrui57030plusi5798)I(LINel571aD0VE). ....vvveerreennes | cerrrernirressesesennes 0

Explanationlofibasisiofiallocationlbyistates, jpremiumsibyistate,letc.

(a)mInsertithelnumberioflyesiresponsesiexceptiforiCanadalandiOtheriAlien.
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Blue Cross
=1 Blue Shield
W of Michigan

® ®

A nonprofit corporation and independent licensee
of the Blue Cross and Blue Shield Association

SUBSIDIARY & AFFILIATE ORGANIZATION CHART

BLUECROSSANDBLUESHIELD

OF MICHIGAN
EIN[382069753
NAIC54291
| | | |
AccidentFundiinsurance Blue[CareNetworkof(Michigan Blue[Careof(Michigan,(inc. Health[Care[Exchange,(LTD. SelectCare

Company of(America d/b/a DenteMax (32% Ownership)
EIN[38[3207001 EIN[38[2359234 EIN(38[2536979 EIN(38[2612298 EIN(38[2535306

NAIC10166, Grp 572 NAIC©95610 NAIC52037

BCN(Service
Company
EIN[38[3134881

Blue[Crossiand
BlueShieldof
Michigan(Foundation
EIN[38[2338506

BluelCareINetworkr* BluelCareINetworkr*
MedicallMalpractice StopiLosslandiCasualty

SelflinsurancelTrust SelflinsurancelTrust
EIN - 3816561861 EIN - 3816561862

*IBluelCarelNetworkiofiMichiganiandiBluelCarelofiMichigan,linc. participatelinitheselTrustslforiselflinsurancelpurposes.
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